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| before in world business ».17 American managers are... 
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adjusting strategies for worldwide sales ,.s; While... 
U.S. management techniques spread abroad >.:: 


how export trade will be shifting ».7 ... 
where business will boom or droop around the world ,. 2 
what the world’s stock markets will be doing >. 7« 
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accounting an 
new time in 
the National 
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This NEW 1 tiple-purpose lectronic 
Account * 


second” computati ring the creation 


of the accounting recor i new, more 
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economical answer to the need for greater 
accounting efhciency and simplicity. 

The COMPU-TRONIC 
to every size office to provid 
with more timely information for profit- 
making decisions. 


Ask your nearby Nationa) representative 


—a trained systems man—to « un how 
much money the COMPU-TRONIC can save 


for your business. 


THE NATIONAL CASH REGISTER COMPANY, DAYTON 9, OHIO 


1,039 OFFICES YUNTRIES 


.76 YEARS OF HELPING BUSINESS SAVE MONEY 






computes at split-second speeds 


“self-checks” every computation 


performs hundreds of decisions 
and commands 


retains up to 31 constant factors 


performs chain-computations 


retains factors and products for 
repeated use 


erases old factors when new fac- 
tors are introduced 





points-off correct decimal punctu- 
ation 


rounds-off product to nearest 
half-cent 


—and what the COMPU-TRONIC 
does electronically, the operator 
cannot do wrong! 
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T1IOL lL robes trberrts roles mF polers are sbrictrrril ee, ees thoes rerber rorsbrrstoril ! L, ! l ! mbrrtirhiii11O 
SPM AM SIR SON DSF MA MS AS ON OU FM AM oS AS OND 
1957 1958 1959 
1953-55 Year Month Week § Latest 
Average Ago Ago Ago Week 
BUSINESS WEEK INDEX (chart)... 2.) 1333) 149.2 148.6) -159.0r 157.4" 
PRODUCTION 
PON x6 acco ehRR ee Cd ee enebeeeeweerehehebeoes 2,032 1,840 2,650 2,641r 2,687 
i fad odo adnate neNt Oni aie eb a CheTRESE Ret Oteesaeeos 125,553 104,907 46,740 152,449r 103,420 
Engineering const. awards (Eng. News-Rec. 4-wk. daily av. in thous.)........ $52,412 $63,019 $69,114 $60,829 $52,460 
Electric power (millions of kilowatt-hours)...........eccceecevecceeees 10,819 12,379 13,17 14,150 13,400 
Crude oil and condensate (daily av., thous. of bbl.).............2 cece eee 6,536 7,128 6,969 7,139 { 
Bituminous coal (daily av., thous. Of tons)........ cece cece eee cececens 1,455 1,505 nore 1,529r 1,516 
UNE hctekosskieendk rusher deRadeer ees enemoneweeenwnens 247,488 320,797 310,853 317,809 t 
TRADE 
Carloadings: mfrs., miscellaneous and I.c.}. (daily av., thous. of cars)........ 70 55 59 62 60 
Carloadings: all others (daily av., thous. of cars)..........eceeeeeeeeceee 47 40 46 45 42 
Department store sales index (1947-49 = 100, not seasonally adjusted)..... 121 304 182 298 218 
Business failures (Dun & Bradstreet, number)........ cece cee cece cccecees 198 185 268 285 195 
PRICES 
Industrial raw materials, daily index (BLS, 1947-49 = 100)............... 89.2 89.2 93.9 93.5 93.3 
Foodstuffs, daily index (BLS, 1947-49 = 100)......... cece ee eee eee eeee 90.5 80.8 72.8 70.3 70.2 
ee EC NE ooh ci eweledsacsnesnatteseee bee eeien 19.8¢ 18.2¢ 22.4¢ 23.0¢ 23.0¢ 
eS EA ee re 143.9 186.9 186.8 186.8 186.8 
Ute GEee GOED (UOT FOE, TOT). 5 ccc ccccccccccescscetesedeveese $36.10 $39.83 $43.50 $41.17 $41.17 
Copper (electrolytic, delivered price, E & MJ, Ib.).. 2... cece eee ee ee eee 32.394¢ 29.000¢ 33.744¢ 34.200¢ 
Aluminum, primary pig (U.S. del., E&MJ, Ib.)....... ee eee eee eee eee eeees 20.6¢ 24.7¢ 24.7¢ 25.4¢ 
Aluminum, secondary alloy #380, 1% zine (U.S. del., E&MJ, Ib.).......... $ 21.77¢ 23.92¢ 23.93¢ 
Wheat (No. 2, hard and dark hard winter, Kansas City, bu.)...............% $2.34 $2.00 $2.07 $2.14 $2.05 
Cotton, daily price (middling, 1 in., 14 designated markets, Ib.)............ 34.57¢ 34.34¢ 31.67¢ 31.83¢ 31.85¢ 
Cir 6 ido s64ecerkewen eee wed eeCnn nebeweenees de O84 $1.96 $1.64 $1.85 $1.86 $1.86 
FINANCE 
500 stocks composite, price index (S&P’s, 1941-43 = 10).......... 2c ee eee 31.64 54.96 58.32 59.07r 59.09 
Medium grade corporate bond yield (Baa issues, Moody’s)..........+.-000- a 59% 4.87% 5.25% 5.29° 5.30% 
Prime commercial paper, 4 to 6 months, N. Y. City (prevailing rate)......... 2-2 % 3% % 4% % 4% % 47° 
BANKING (Millions of Dollars) 
Demand deposits adjusted, reporting member banks.............0+eeee0. t 62,877 61,260 63,446 
Total loans and investmen*s, reporting member banks..............-eee0% i 103,918 102,841 105,330 
Commercial, industrial, and agricultural loans, reporting member banks.... 2,251 30,820 31,342 
U. S. gov’t guaranteed obligations held, reporting member banks........... f 34,618 27,232 27,783 
Total federal reserve credit outstanding. ............ceceeeeecceccceves 26,424 28,899 28,857 29,365 30,006 
1953-55 Year Mont}! Latest 
MONTHLY FIGURES OF THE WEEK ieee ya Ag Month 
a a ee uk dedi rune wie ead Sew aha San ee November.......... $1,290 $1,596 $1,476 $1,479 
McGraw-Hill Indexes of New Orders (1950 = 100) 
New Orders for machinery, except electrical (seasonally adjusted).November.......... 104 143 172 161 
Cometvuction & miinitg MOCRIMETY. ... ec ccccsccccccccsccccses November.......... 111 151 194 176 
i L, cacacvene cen eeeseee see o6ssnvene nee pue November.......... 106 133 188 185 
OS EOE PE OLE OEE LCT TOO ROT TET ET COT. November.......... 120 188 189 259 
I Eo cccpeevetescetretsveceneonsad EEE TE 125 115 222 156 
Ni dc aecnses.cabeses enehew cowed November.......... 95 140 139 135 
RR er Cee TOT Te Ter Eee TC TT November.......... 109 148 180 186 
New contracts for industrial building.............+--e00. so cece November.......... 128 72 171 148 
* Preliminary, week ended December 26, 1959. + Not available. 
r Revised, 8 Date for ‘Latest Week’ on each series on request. 
THE PICTURES 17—(top) London Daily Express from Pictorial Parade, (second) UP!, (third Fox from Pictorial J 
t.) 20, 21—Joern Gerdts; 22—WW; 24—WW; 25—(top) Eric Hess, (bot.) McGraw-Hill World News; 26—(top) Ut 
ji m Mahan; 37—Jack Fuller; 38, 39-—Texac o, Inc.; 58, 59—Ed Malsberqg; 66—Rune Hassner; 67- Rune Hassner. (rt 
68—Rune Hassner; 73—U. S. Council of the In ternational Chamber of Commerce; 74—John Coneen; 75_-(tor Y Chechen’ s, (bot.) Grant C 


to 87—Tom O'Reilly; 92, 93, "94—Leonard Nadel. 
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170 MAKE SURE OF ADEQUATE 
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1,516 
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ua FOR ALL OF 1960 NOW 
42 
218 
an By investing your time now you can arrange for all the cash you may need 
... whenever you need it during 1960 . . . without any fixed commitment .. . 
be without any advance cost. Whether your need is $25,000 or millions . . . for 
Pe months or years . . . COMMERCIAL CREDIT will welcome the opportunity to 
186.8 provide it. COMMERCIAL CREDIT has been furnishing cash working capital to 
pal.17 manufacturers and wholesalers for nearly 50 years with advances exceeding 
; one billion dollars in 1959. Listed below are a few of the features which attract 
t thousands of businesses to COMMERCIAL CREDIT for funds to supplement cash 
$2.05 | working capital. 
1.85¢ 
$1.86 
59.09 IMMEDIATE Normally cash is ready to use 3 to 5 days 


a Cae TE ORME. Ask the nearest Commercial 
1/3 % Credit Corporation office about 
ADEQUATE More money is usually provided than can the Commercial Financing Plan: 


BALTIMORE 2 














t be obtained from other sources. 
t 300 St. Paul Place 
SHORT OR LONG TERM Funds are available as long Cuicaco 6 
} i int f periodic renewals ee 
),006 : as needed without the uncertainty of p a hina Ninian 
atest 722 S. Spring Street 
jonth NO INTERFERENCE There is no interference with New York 36 
A719 ownership or management. 50 W. 44th Street 
SAN FRANCISCO 6 
161 Z a 112 Pine Street 
176 REASONABLE Cost is minimized because it is based 
pa on actual amount used as need varies. 
156 
135 
186 & Se 
148 T 
“est, - : . . 
saons COMMERCIAL CREDIT COMPANY subsidiaries provide over four billion dollars 
i of financing services annually. CAPITAL AND SURPLUS OVER $225,000,000 
3 











1 Vinyl latex gives do-it-yourself paints greater: 2 Rich, leather-textured finish on this auto top is: 
~ (a) scrub resistance \.. (b) one-coat hiding power ta) baked vinyl coating on steel (b) vinyl coating on cloth 
(c) freedom from lapping and streaking (c) molded vinyl sheeting 


Can you pass this test on Vinyl plastics? 


(You'll profit by knowing them better) 





3 What parts of her shoes are molded vinyl? 4 Well-dressed lambs wear vinyl film to: 


(a) the soles (b) the heels (a) make them easy to find (b) keep oil off shepherd’s hands 
(¢) the whole shoe (c) protect against rain and cold 


SPSS HESSSEHESHEESEEEEHE HEHEHE SESEEESEEESESE SES ESEEEESESE SOOO OSESEEESEEEEEESESEEOESESEEHEHHEEHEEHEEEEOOO EOS EEEEETESES 


ANSWERS... to a multitude of needs are 
found in versatile BAKELITE vinyl plastics: 


1. (a), (b), and (c). You’re right if you picked them all 

2. (a) Textured vinyl coating on steel looks like leather—wears like iron. 
3. (c) The whole shoe waterproof, tough, glossy and scuff-resistant. 
4. (c) Protection against weather—cuts drastic winter lamb mortality. 


5. (c) Resistance to oxidizing effect of rocket fuel vapors. Light weight and 
flexibility contribute to ease of handling. 


If you have questions—abou: plastics and their potential 
for your business—please ask us. We'll be slad to answer on 
the uses of vinyls, epoxies, phenolics, styrenes, and poly- 
ethylenes. Just write or call any of our offices or write 


Dept. AB-01A, Union Carbide Plastics 


rT. ey ; Company, Division of Union Carbide 
5 Chief advantage of vinyl jacket for missile control cable is: Corporation, 30 East 42nd Street, New 


a) light weight (b) flexibility York 17, N. Y. In Canada: Union UNION 
(c) resistance to oxidation Carbide Canada Limited, Toronto 7. CARBIDE 








“Bakelite” and “Union Carbide” are registered trade marks of Union Carbide Corporation. 
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READERS REPORT 


More on 


Dear Sir: 

Of course there's “payola” in 
business! [BW—Dec.5’59,p28]. Es- 
pecially in consumer goods busi- 
ness. Lots of it. . . . There’s prob- 
ably more of it now than ever be- 
fore. 

The “spiff,” for instance; wherein 
the manufacturer pays the distrib- 
utor salesman so much per case 
sold by the salesman to the retail 
dealer. . . . The idea here is to 





“Payola”’ 


get the salesman to push this manu- 


facturer’s product. ... 

And how about “dating”? Isn’t 
that “payola”? What’s so clean and 
honest about dating? It’s nothing 
more than out-and-out financing. 
The manufacturer ships to the dis- 
tributor in December or January 
and the distributor doesn’t have to 
pay his bill until, say, May 20. The 
distributor turns around and sells 
this same merchandise to his deal- 
ers on much the same basis. He 
ships to the dealer in January or 
February, and the dealer is given 
until May 10 to pay the distributor. 
If the distributor collects by May 
10 he can then pay his own bill to 
the manufacturer by May 20th. 

This should be the function of a 
bank, not a manufacturer... . 

E. OLSHANSKY 
PRESIDENT 
SCIENCE PRODUCTS CO. INC. 
CHICAGO, ILL. 


Promotion From Within 


Dear Sir: 

Promotion from within may 
work well for some companies, but 
it would be unfortunate if all or 
most firms adhered to such a policy. 
Mobility in the middle and top 
management positions would be- 
come nonexistent for moving would 
mean starting well down the ladder 
once again. For both the company 
and the would-be executive, the 
decision to accept the other would 
involve a degree of permanence 
equal to marriage. Where the mar- 
riage proves beneficial to both, 
fine; but circumstances, in which 
trying to fix blame is a waste of 
time, sometimes make separation 
mutually desirable. .. . 

“Organization Man” is already 
more interested in security than in 
the risk which invariably accom- 
panies opportunity. Let’s not fence 
him in should he occasionally be 
willing to venture out. 

J. SCHOEPPLER 
AMERICAN CAN CO. 
NEW YORK, N. Y. 





"Look...the 
Steering Levers =} 
are Gone!” 
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the only Single Stick crawler control 











Ease the stick forward, back, left or right—the way you 
want to go—and the John Deere Crawler obeys! Clutching 
is automatic—braking, too—so no footwork is required. 

One-hand driving with hydraulic-powered Pilot-Touch 
keeps the operator fresh and alert—frees a hand for full- 
time control of loader, dozer, or other equipment. Payoff— 
a better job, and higher daily work production. 

Pilot-Touch is an exclusive John Deere development, 
yours optionally on both Diesel and gasoline “440” crawl- 
ers. Your nearby John Deere Industrial Dealer soon will be 
demonstrating crawlers with this new hydraulic-powered 
control. See him or write us for complete details. 

John Deere Industrial Division, Dept. 2045, Moline, Ill. 


JOHN DEERE ‘Specialists in Low-Cost Power with a Heavyweight Punch” 
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(Advertisement) 


Florida 


-- launching pad for electronics 


FAR MORE THAN MISSILES are launched 
in Florida. New electronics plants have 
sprung up throughout the state, many 
producing civilian goods. Established 
plants have expanded, some of them 
several times in recent years. 

More than thirteen thousand workers 
have been added to the payrolls in 
electronics and closely related industries 
in the last five years. Factory sales of 
communications equipment, missiles, 
electronic components, automatic con- 
trols and similar devices are between 
$180 and $200 million annually. 

At Cape Canaveral, famous launch- 
ing site of missiles, a score of distin- 
guished firms, including RCA, Douglas 
Aircraft, Pan American, Westinghouse, 
Convair and Bell Telephone, employ 
several thousand technicians in research 
and service operations. 
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SOURCE: Florida Development Commission an- 
alysis of industry groups for Electrical Machinery 
(S.1.C. 36); Transportation Equipment (S.1.C. 37); 
and Instruments (S.1.C. 38). Only makers of elec- 
tronics products in these groups were included, 
Ordnance (S.1.C. 19) was not included. 


INDUSTRY GROWTH IS STATE-WIDE 


In other parts of the state are more 
than 100 manufacturing plants in elec- 
tronics and closely related fields. 
ELECTRONIC COMMUNICATIONS, INC., 
moved from New Jersey to St. Peters- 
burg in 1957, expanded twice and now 
employs 1,300 in making communica- 
tion and navigation equipment. 
GENERAL ELEctTRrRICc’s St. Petersburg 
plant has grown from 250 employees 
in 1957 to more than 1,200. 
ELECTRO-MECHANICAL RESEARCH 
Inc., Sarasota, now employs 400. 
MINNEAPOLIS-HONEYWELL, which 
opened its inertial guidance center in 
St. Petersburg in 1957 after a survey 
of 20 other areas in the country, is now 
building a transistor plant near West 
Palm Beach. Employment is expected 
to eventually reach 1,000. 


Radiation, Inc., Melbourne, employs more 
than 1,100 in several Florida plants. Shown here: 
A unlit of the antenna system being developed 
for the U.S. Air Force. It is the most advanced 
tracking antenna now in use. 


SMALLER PLANTS SUCCESSFUL, TOO 


Smaller manufacturers, too, have pros- 
pered in Florida. A typical case is Milgo 
Electronics Corporation, one of 25 
electronics manufacturers in Greater 
Miami. Milgo was founded in 1955 with 
five employees. Three years later it had 
grown to 109 workers and expansion in 
1959 brought the total to 255. 

Florida electronics firms make a wide 
variety of non-military products. In 
Fort Lauderdale, Telectron Company 
makes automatic garage door openers 
and other electronic controls. In Coral 
Gables, The Communications Company 
makes two-way mobile radios. 

TAMPA ARMATURE WORKS, INC., with 
plants in Tampa and Jacksonville, has 
doubled production in the last five years. 


RURAL LOCATIONS OFTEN FAVORED 
Many industries find that Florida’s 
small cities are ideal locations. In 
Ormond Beach, Electro-Tec Corpora- 
tion opened in 1956, expanded in 1959. 
In Fruitville, Workman Television, Inc. 
makes TV, radio and electronic parts. 
In Casselberry, Johnson Electronics, 
Inc., produces coils and components. 


Sperry-Rand opened its Gainesville plant with 
80 employees in 1955, now employs 675. Shown 
here: Vibration testing for electron tubes. 


Subcontractors in Florida have found 
ready market for their products, and 
as the electronics industry expands, 
opportunities grow ever more numerous. 

Research and engineering in elec- 
tronics and related fields have shown 
growth comparable to manufacturing 
operations. Nineteen new or expanded 
facilities were announced between 1955 
and 1958, with new employees estimated 
at a total of more than 2,500. 


SKILLED MANPOWER IS PLENTIFUL 


Scientists and engineers, as well as 
skilled workmen, are easy to recruit. 
Minneapolis-Honeywell, Martin Or- 
lando and others received literally 
thousands of applications from tech- 
nicians in all parts of the country when 
they announced openings in Florida. 
Such firms as Pratt & Whitney Air- 
craft, General Electric and Visioneering 
Company, Inc., have praised the caliber 


of Florida workers. When 17 electronics 
firms were asked what they found most 
advantageous in Florida, 14 named the 
employment situation. 


FLORIDA— GROWING IN EVERY WAY 
Since 1950, Florida has grown from 20th 
to 12th in population and more than 
4.6 million people now live in the state. 

Between 1949 and 1959, overall man- 
ufacturing employment increased 101 
per cent. The national gain during the 
period was about ten per cent. 

More than nine million tons of ex- 
ports and imports passed through the 
state’s 13 deep water ports last year. 
Tampa’s port alone handled nearly four 
million tons of cargo. Value of Florida’s 
foreign trade has increased 61 per cent 
in the last four years. 


Martin Orlando's research and development 
facility opened in 1957, now occupies 843,000 
square feet. Employment has risen to 8,000. 


WRITE FOR INFORMATIVE SURVEYS 


This is the 13th in a series of indus- 
trial advertisements. A file folder, Profile 
of Progress, is available through the In- 
dustrial Services Division of the Florida 
Development Commission, covering: 


Markets, Manpower, Transportation 
and Ports, Climate and Living Con- 
ditions, Taxes and Government, 
Research, Materials and Resources, 
Power and Water, Industrial Growth. 


The Industrial Services Division will 
assist in screening available plant sites 
throughout Florida without revealing 
company identities. It will gladly pro- 
vide concise facts and information 
tailored to the needs of any company 
which is interested in Florida as a 
possible location. All inquiries will be 
held in strictest confidence. 

Write today to B. R. Fuller, Jr., 
Executive Director, Florida Develop- 
ment Commission, 3903-5 Carlton 
Building, Tallahassee. 





See industrial Florida for yourself, 
Write State of Florida, Dept. B, Carlton 
Building, Tallahassee, for new, 100- 
page color Vacation Guide Book to 
help plan your Florida tour, 























Equator or Arctic: inside these doors 


How will tropical heat affect a railway car? What 
happens to an automobile body chilled down to 30° 
below zero? Budd finds the answers in its huge 
temperature laboratory. 

Here, conditions closely simulating tropics or tun- 
dra can be created within a few hours, to give valu- 
able clues to the future performance of automotive, 


Mainstreams of Budd’s diversified interests: Railway, 
Automotive, Nucleonics, SpaceAtomics, Electronics, 


Airframes, Missiles, Metals Testing and Plastics. 


aircraft, railway or refrigerated trailer equipment. 

Budd contract testing runs the gamut from com- 
pression tests on T'V towers to calibration of bearing 
load-measuring devices for steel mills. And this is 
just one area in which Budd’s experience serves 
industry in the study, testing and fabrication of 
metals. The Budd Company, Philadelphia 32, Pa. 


. HED A 7 7 A 
MDMA Es comes 


OFFICES AND PLANTS IN PRINCIPAL CITIES 





wee | i oes 


Mipsis 2 





ant. 


‘ing 


s is 








‘ves | 


1 of | 





BUSINESS OUTLOOK 





BUSINESS WEEK 
JAN. 2, 1960 


A BUSINESS WEEK 


SERVICE 


If you’ve been worrying about the rate at which production has been 
growing (or our growth compared to Russia’s), remember this: 


We will shortly have the arithmetic of manpower running for us. 


We’ve about worked our way through our “hollow generation”; we'll 
have more and more young people coming to working age and entering the 
labor force from now on. (Russia, for its part, suffered low birth rates during 
the war years; growth in its labor force is slowing down.) 


This matter of growth rates, already on a lot of tongues, took on a new 
prominence this week when: 


e The Federal Reserve Board unveiled its revised production index, show- 
ing a faster rate of growth than the old figures (page 23); 


e And the staff of the Congressional Joint Economic Committee urged 
recipes of its own to spur growth and curb inflation (page 61). 


Growth has not been made any easier in recent years by the size and 
shape of the pool of workers available. 


Additions have been limited by the low birth rates through the Thirties. 
Had it not been for the windfall of 750,000 released from the armed forces 
in the 1955-59 period, net gains would have averaged only 833,000 a year 
over these five years. 


The addition won’t average much larger for a couple of years. But after 
that the rate will begin to mirror the postwar baby boom. 


Rapid increases in the number of workers will not automatically bring 
an equivalent rise in the rate of economic growth. 


The potential is there, certainly, but it has to be put to use. 


The workers available in, say, 1965 can mean rapidly rising output, pay- 
rolls, and living standards. Or they can mean a rising rate of unemployment, 
under-utilization of resources, and stagnation. 


We have had about 72-million hands in our work-force in 1959. By 1965, 
the number should be in the neighborhood of 79-million. And in 1970 the 
total is likely to be up to 86-million. 


Now reduce the figures to average gains: 833,000 a year for 1955-59, 
inclusive; better than 1,125,000 for the next six years; and 1.4-million a year 
in the following five years. 


These people will need jobs if per capita purchasing power is to be 
maintained (and if the Soaring Sixties are to live up to expectations). 


The population, now above 178-million, is likely to grow by 35-million 
by the time 1970 rolls round. And there’s the market—213-million mouths 
to feed and bodies to clothe; a rapidly rising rate of family formation (as the 
new entrants to the labor force get jobs and marry) with resultant demands 
for housing and home furnishing; growing needs for transportation, personal 
care. 


And, if things go as expected, more leisure and recreational needs; new 
resort customers, new skiing enthusiasts, new fishing fans. 
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New breadwinners, on the prowl for their first jobs, will bring joy to 
many a personnel manager. The surge of young people will be a welcome 
improvement in itself. But, in addition to youth, they’ll bring with them an 
increasing background of education. 


At present, for example, 83% of high school-age youngsters are in school 
compared to 73% 20 years ago. More to the point, 40% of those between 
18 and 21 are in school or college, up from 15% two decades ago. 


Longer schooling means, of course, that the labor force is expanding 
less rapidly right now than it would have in times past. Job candidates come 
to you a couple of years later than they used to. 


But if this retards the upsurge in the labor force, it promises a lush divi- 
dend: Workers who are more useful and productive on arrival (even though 
the rush of young people still must be trained for specific skills). 


Changing composition of the labor force, it should be noted, will also 
provide some headaches for the personnel manager. 


There will be a lot more workers, to be sure. But the hollow generation 
has to work its way on through the years—which means a scramble for skills 
and executive talents as people born in the thirties become your sole source 
of 30-year-olds and 40-year-olds. 


Then, too, old timers will find less incentive to stay on, what with social 
security and the growth of retirement plans. 


This means new emphasis on training youngsters for advancement. 


Actually, our postwar labor force has been something of a hodge podge 
affair. We’ve had to make do with a lot of casual workers—students during 
vacations, married women, and oldsters who have been available only for 
part-time or seasonal work in a great many instances. 


Considering the man-hours and woman-hours to be had from them on 
such an irregular basis, the production growth achieved may be just a little 
remarkable. 


We will go on using casual workers in rush periods, of course. But they 
will be a declining factor in total hours of input. 


During boom periods, when jobs are easy to get and inducements most 
freely offered, the manpower offered in the labor market swells far beyond 
the normal growth rate. 


Take the 1955-56 upswing, for example, in 1955, the civilian labor force 
grew by nearly 1.4-million and in 1956, by 1.7-million. 

And, you'll see more-than-normal growth in 1960, too (partly because the 
rise in 1959 was held down by labor troubles). 


By summer, when outdoor work is at its peak, employment stands an 
excellent chance of setting a new high above 69-million. For the year as a 
whole, non-farm jobs are likely to top 1959 by 2-million (with fewer people as 
farm hands, more seeking better-paid non-farm work). 


And unemployment, barring any more big strikes, will average only 
a little more than 3-million for the year (which may be pretty close to a 
minimum). 
Contents copyrighted under the general copyright on the Jan. 2, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Minutes from Your New Plant in Tidewater Virginia 


Enjoyable living is a significant factor involved 
in modern plant site selection. Above are two 
witnesses to the brand of living available in 
Tidewater Virginia — a plant just minutes from 
the matchless duck hunting of world-famed 
Back Bay. 


Executives, supervisors, and production em- 
ployees all can take part in the opportunities of 
Tidewater ... housing is abundant and inexpen- 
sive, living costs are low, and new residents are 
warmly welcomed. 


Located at the center of the Eastern Seaboard, 
Tidewater Virginia has long been a vital indus- 
trial and commercial hub. Today it is growing 


at a rate 214 times that of the nation. Tidewater 
Virginia is a good place for your new plant and 
for the men and women you will employ. For a 
confidential report on how we can meet your 
specified needs, contact: 


Tidewater Virginia 
Development Council 
Clarence H. Osthagen 


qi) Vice President and 
A\WRwArer Meh st Executive Director 
FQ: / 300 Boush Street 


Norfolk, Virginia 



































FISHERMEN! 

We'll be glad to mail you 
names and addresses of over 
60 manufacturers of lures 
made of Tenite Butyrate. 
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lure of Tenite plastics 


@ To sell a product once, make it attractive. HM To sell t Li 
a product over and over, make it dependable. @ To 
make products that are both attractive and dependable, 
make them of tough Tenite plastic. 

The fish lures shown here are a good example of how 
the properties of the versatile Tenite plastics can be 
matched to the demands of a specific application. Made 
of Tenite Butyrate, these lightweight lures have a buoy- 
ancy that permits them to dart and wiggle through the 
water with graceful, realistic vigor. Yet not even the 
most savage jaws will break them, so tough is the 
plastic. Moreover, the plastic bodies undergo little 
change in salt or fresh water, since Butyrate resists 
water absorption and neither rusts nor corrodes. Color 
effects, too, are lasting...for they're applied with du- 


rable lacquers that form an integral bond with the 
plastic. 





Is Tenite Butyrate or some other Tenite plastic a pos- 
sible answer to one of your own material problems? 
Easy and economical to injection mold or extrude, these 
Eastman plastics are available in clear transparent or 
in any color you desire...transparent, translucent, 
opaque, pearlescent or variegated. Versatile Eastman 
plastics include Tenite Butyrate, Tenite Acetate, Tenite 
Propionate, Tenite Polyethylene and Tenite Polypropyl- 
ene. EASTMAN CHEMICAL PRODUCTS, INC., subsidiary 
of Eastman Kodak Company, KINGSPORT, TENNESSEE. 


TENITE 


BUTYVRATE «PROPIONATE 
ACETATE - POLYETHYLENE 
POLYPROPYLENE 


plastics by Eastman 










































KELLOGG-ENGINEERED PLANTS 


GET GOING 


FASTER AND AT TOP EFFICIENCY 











| 


No matter how well designed and built, no new plant is a 


TTT 


= successful investment until it is operating at full efficiency. 
~ ' Putting process plants into production quickly, with as- 


TY 


patel 


surance that they will attain and maintain designed produc- 

‘ tion capacities within planned operating costs, is the end 
| result of M. W. Kellogg’s coordinated engineering, procure- 

ment, and construction services. 

Whatever type of processing facilities, wherever in the 





iree world they may be, Kellogg engineers stay on the job 
to help customers’ engineers start up the plant, bring it up 
to design capacities or better, and train operators to keep it 











‘ . 
producing profitably. 
la The complete facilities of Kellogg’s in- 
{ ternational engineering and contracting PLANNING 
| — a eM ° ° ° 
ri ee ~—s organization are described and document- PROFITS wt 
I 


LaF ed in Kellogg’s brochure, ‘Planning the 
‘ ‘SS New Plant for Profits’. Write today, on be 
as your company letterhead, for your copy. 


°° 
‘ 





THE M. W. KELLOGG COMPANY 


711 Third Avenue, New York 17, N.Y 
A Subsidiary of Pullman Incorporated 






Offices of Kellogg subsidiary companies are 
» agile in Toronto, London, Paris, Rio de Janeiro, 
; Buenos Aires, and Caracas 
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World Economy Changing in ‘60 





With postwar Europe and Japan facing shat- 
tered economies and the have-not nations crav- 
ing industry, the whole world wanted U.S. goods 
but had no way to pay for them. 


U.S. government responded with direct grants 
and loans, trade policies rigged to favor the rest 
of the world. Washington also put pressure on 
business to invest abroad. 


The prescription worked. Most free-world 
industrial nations are vigorous, stable, and in- 
tensely competitive. U.S. capital is flooding 
overseas—but now it helps unbalance U.S. 


trade. 


Business’ job now: To meet fierce competition 
from strong foreign industries. Also, U. S. banks 
face challenge of playing bigger role as lenders 
to the world. 


Government's job now: To persuade other in- 
dustrial countries to stop discriminating against 
U.S. goods and to contribute a larger share to 
defense costs and aid to underdeveloped nations. 






The U.S. has reached a turning point 
in its economic relations with the rest 
of the world—on the part of both gov- 
ernment and private business. 

The years 1945-59 can already be 
described as the “postwar era,” a period 
that has been left behind and replaced 
by a new era, still undefined. During 
that postwar era, the U.S. was the 
wealthy benefactor playing the major 
role in putting the free world’s shat- 
tered economy back together again. At 
the same time, of course, it took the 
lead in fighting the East-West cold war 
to its present stalemate. 
¢ Lesser Spot—In the new era now 
opening—by the luck of the calendar 
at the start of a new decade—the U.S. 
won't be so dominant economically. 
And its role will be different. U.S. 
business, though, will remain as heavily 
involved as ever in the world economy. 

In large part, the reason for the 
shrinkage in U.S. economic power is 
the impressive new economic strength 
commanded by Western Europe and 
Japan. They are both now threatening 
the U.S. in world markets. Simultane- 
ously, the cold war is apparently turn- 
ing into a more open political battle. 

The economic role that seems to lie 
ahead for the U.S. is that of world 
banker, rather than world benefactor. 
The U.S. will continue to supply capi- 
tal around the globe, but more and 
more of it will come from private 
sources, instead of from the govern- 
ment, and it will be granted on a purely 
business basis, not with all the conces- 
sions to the borrower that accompanied 
postwar foreign aid. 

The U.S. can no longer afford to play 
benefactor to all the free world, and it 
will no longer be giving awav advan- 
tages to other big industrial nations. 
It will insist on striking a new finan- 
cial balance with its allies and on 
maintaining reasonably free and equal 
competition in the international mar- 
ket-place—not under the catch-as-catch- 
can rules of the 1930s, but under the 
rules set up at Bretton Woods at the 
end of World War II, when a frame- 
work was established to make possible 
freely convertible currencies and _rela- 
tively unrestricted multilateral trade. 
¢ Washington to Wall Street—The job 
of extending credit to the world will 
gradually shift from Washington’s gov- 
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. . . the European economies blossomed out into full 


strength after Suez. As they began showing off this vigor, 
the U.S. export surplus withered away .. . 


ernment agencies to New York’s banks 
and other big U.S. financial institu- 
tions. Such a shift looks necessary if 
the dollar is to regain the standing it 
had in the world before 1958, when 
a heavy gold drain started from the 
U.S. to the industrial nations of West- 
ern Europe. In its new role, the U.S. 
should be able both to restore strength 
to the dollar and retain its position as 
the center of the free world economy. 

The change in the U.S. role won't 
be sudden or drastic, of course. The 
situation isn’t that serious. Some gov- 
ernment programs probably will go on 
in much their present form—such as 
the substantial economic aid for India 
and other underdeveloped countries and 
the contributions to defense costs of 
Western Europe and Japan. 
¢ Payments Deficit—Still, something 
has definitely happened to the nation’s 
once overpowering international eco- 
nomic position. This is plain to U.S. 
industrv—or at least to the big com- 
panies that do a lot of foreign busi- 
ness. You can tell that from the wav 
some industry executives are talking 
about the gloomy prospects for U.S. 
exports and the threat of rising im- 
ports (page 70). Related to the export- 
import problem is the trend of many 
U.S. companies to pour more and more 
money into overseas plants—frequently 
with the idea of bringing some of their 
foreign-produced goods back into the 
U.S. market (page 68). 

The dollars that go into these over- 
seas operations show up in the balance 
of payments on the deficit side, as an 
outflow of capital that largely offsets 
the income from past foreign invest- 
ment. And the operations themselves 
cut into the export of U.S.-produced 
goods or tend to increase imports—or 
both. 


|. Fabulous Success Story 


By now, the U.S. contribution to 
rebuilding the economy of war-torn 
Western Europe is an old story. Thanks 
to the billions of dollars provided by 
the U.S., European production and 
exports rose steadily, despite temporary 
setbacks. Through the Marshall Plan 
and the mutual defense programs that 
succeeded it, the U.S. was trving to 
close Europe’s so-called dollar gap. It 
had the same goal for Japan, too. Dur- 
ing all the postwar vears, the U.S. was 
a creditor striving to rehabilitate its 
debtors. 

What’s not so well understood, even 
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today, is how staggeringly successful this 
policy had been by 1958. By then, de- 
spite some misleading appearances of 
weakness in the 1956-57 Suez crisis, 
the big nations of Western Europe 
had built up industrial economies of 
amazing strength. Some of them were 
even stronger, relative to the U.S., than 
they had been between World Wars I 
and II. Japan had done just as well. 

At the same time, all these nations 
had licked the worst of their postwar 
inflation problems; West Germany did 
the best job, France the least success- 
ful. With wage rates still much lower 
than U.S. scales, Western Europe and 
Japan were, all in all, well poised to 
compete with the U.S. on even terms. 
And they showed it by heaping exports 
in the U.S. market during 1958-59. 
¢ Rigged Deck—But during those two 
vears the U.S. was still stacking the 
cards in favor of the Japanese and West- 
ern Europeans—as it had been doing 
ever since the war. In the first place, 
the U.S. was helping to insure their 
security with its nuclear power and the 
modern weapons supplied through mili- 
tary aid programs. But, more impor- 
tant, the U.S. was giving direct protec- 
tion to the industries—and currencv re- 
serves—of these nations by going along 
with import quotas and exchange con- 
trols that discriminated against dol- 
lar goods and services. In effect, this 
country was not getting a quid pro 
quo for the tariff concessions it had 
been making since World War II un- 
der the General Agreement on ‘Tariffs 
& Trade. 

Originally, the U.S. had agreed to 
protective measures because of the dol- 
lar shortage afflicting its allies abroad. 
But bv 1958, with the dollar gap 
closed, the foreign restrictions were 
really beginning to hurt some U.S. in- 
dustries. They also encouraged the con- 
tinued migration of U.S. manufactur- 
ing overseas. 
¢ Indirect Assistance—Even though di- 
rect economic aid to the big industrial 
nations had been suspended, the U.S. 
was still helping finance British, Ger- 
man, and Japanese exports of capital 
goods to underdeveloped countries. ‘This 
was done by letting foreigners bid on 
development projects for which the 
U.S. paid the bills through its aid pro- 
grams. 

U.S. military spending abroad did 
even more to weaken the nation’s pay- 
ments position and strengthen the com- 
petition’s. In the peak year of 1958, 
the government transferred some $1.8- 


billion to Western Europe and more 
than $500-million to Japan through 
such military expenses as maintenance 
of overseas bases, procurement, and 
troop pay. 


ll. A Question of Structure 


All these factors contributed to the 
big deficit in the U.S. balance of pay- 
ments with Western Europe in the last 
two vears—a deficit that makes up al- 
most all the $7-billion total deficit for 
1958-59. The same factors were partly 
responsible for the heavy loss of gold to 
European central banks in 1958. 

But the special postwar props pro- 
vided for the allies don’t explain why 
the pavments deficit suddenly became 
so large. After all, the props weren't 
new. 

What was new was the wav the 
European economies blossomed out 
out into full strength after Suez. As 
they began showing off this vigor around 
world markets, the U.S. export surplus 
withered away. Until then, in figuring 
the U.S. balance of payments, this sur- 
plus had pretty well offset the aid and 
favors granted to the rest of the world. 
¢ Cyclical Problem?—T’o be sure, in 
1958-59 there were some special factors 
that help explain what happened. Chief 
among these is the lag between the 
boom side of the business cvcle in the 
U.S. and that in Europe. With Europe 
at the bottom of its evcle during 1958 
and into 1959, U.S. exports naturally 
suffered. And last year, as business 
picked up sharply here, so did Furopean 
sales in the U.S. market. 

But it looks increasingly as if the 
problem with the trade balance is more 
than cvclical: something closer to a 
structural weakness. This is the ques- 
tion in economists’ minds when they 
debate whether the U.S. has lost its 
strength in international trade rivalry 
with Western Europe and Japan. And 
it’s what businessmen are talking about 
when thev say “the U.S. has priced 
itself out of the world market.” 
¢ On Two Sides—No one scems to have 
the final answer to this question. Some 
people look at over-all price levels—say, 
in 1952-58—and argue that the U.S. 
couldn’t have lost anv ground, since its 
prices have risen no more than those 
of its leading competitors. According to 
this view, the rivals have gained only 
one real advantage—enough production, 
bevond domestic needs, to match the 
U.S. on delivery dates and variety of 
products. In support of this position, 
vou can also argue that the lower wages 
abroad reflect lower productivity, so that 
wage advantages won’t help in the end. 

On the other hand, a growing num- 
ber of U.S. industrial leaders, many of 
them participating in the migration of 
U.S. production abroad, conclude that 
in a wide range of mass-production in- 
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dustries the U.S. can’t compete—at least 
not at the current exchange rate for 
the dollar. 


lll. The Foreigner’s Edge 


The problem probably comes down 
to this: In a number of industries that 
used to provide much of the U.S. ex- 
port total, such as autos and durable 
consumer goods, Western Europe and 
Japan now have the mass production 
facilities, technology, and management 
methods pioneered in this country a 
gencration ago. 

U.S. companies have helped speed 
this development by establishing plants 
of their own in both Europe and Japan. 
In the same way, they are helping carry 
it into more advanced fields such as 
business machines, clectronics, and 
petrochemicals. Perhaps equally im- 
portant, business “missionaries” from 
the U.S. have spread the philosophy of 
high output for a mass market. 
¢ Cost Difference—If such is the case, 
it seems obvious that European and 
Japanese industry have a real price ad- 
vantage over a U.S. competitor when 
wages bulk at all large in the cost 
of a mass-produced item (including the 
original cost of the plant). And, of 
course, wages aren't the only cost that’s 
higher in this country. So are manage- 
ment expenses, advertising, and perhaps 
a dozen other elements affecting prices. 

Certainly the trend of U.S. exports 

and imports seems to suggest that the 
nation faces a tough problem in world 
markets—so tough that some Washing- 
ton trade experts believe the U.S. will 
have to relv more and more on the ex- 
port of agricultural products, certain 
industrial raw materials, and “‘innova- 
tional” products that arise from re- 
search and development too costly for 
the competition. 
* Inflation’s Impact—One crucial factor 
in determining the outcome will be the 
relative speed of inflation in the U.S. 
on the one hand and, sav, Britain and 
West Germany on the other. If wages 
and prices increase faster in the U.S. 
than abroad, this country will be even 
more at a disadvantage. And this gap 
would put new pressure on the dollar 
even before it affects U.S. exports. 


IV. New Boom Builds Up 


Over the next vear or two, the ability 
of both Europe and the U.S. to 
combat inflation at home will be 
severely tested. A new business boom is 
building up in Western Europe and 
Japan (page 24), just as it is here. 

Apparently the upsurge is gaining 
more momentum across the Atlantic 
than in the U.S. In West Germany, 
for example, the boom already threatens 
to overheat. As a countermeasure, Ger- 
man monetary authorities could well 
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tighten credit pretty drastically and 
make other moves to keep prices steady. 
But since a squeeze on money in West 
Germany would force Britain and other 
countries to follow suit—in a sort of 
bank rate war—Bonn may not push 
restraint too far. 

¢ Close Rein—Despite the force of the 
boom, chances are the big industrial 
nations of West Europe and the U.S. 
will all keep about the same rein on 
inflation in 1960. If so, it would still 
be possible for the U.S. to enjoy a con- 
siderable export increase because of the 
cyclical upturn in European demand. 


V. Remedying the Trade Gap 


Of course, the Administration is do- 
ing everything it can to correct the pay- 
ments deficit. At home, it’s fighting 
inflation with a tight money policy. 
Abroad, it’s pressing for a new financial 
balance with Western Europe and Japan 
—without disturbing the normal flow of 
commercial dealings. 

This objective was behind the Ad- 
ministration’s decision to require that a 
iarge part of its development aid funds 
“be tied’ to the purchase of U.S. 
goods. Under the old rules, European 
and Japanese manufacturers had a 
chance to get the business—at U.S. 
expense. 

In addition, the U.S. is urging 

Western Europe—especially West Ger- 
many—to contribute more capital to 
development projects, and to do it in 
ways other than just chipping in the 
required amount to the new Interna- 
tional Development Assn. ‘To make this 
stick, the U.S. may have to agree to 
coordinate development aid __ policies 
with the Europeans, perhaps through a 
new “Atlantic economic council.” 
e No Favoritism—Whe Administration 
also wants foreign countries to end their 
discrimination against U.S. goods—a 
hangover from the davs of the dollar 
shortage. Here, too, the pressure is 
primarily on Western Europe and 
Japan. And the government 1s using 
its influence to sce that U.S. exports 
don’t suffer unnecessarily from the com- 
mon tariff planned by the six-nation 
European Economic Community, or 
from any deal EEC might make with 
the seven-nation European Free ‘Trade 
Assn. 

The U.S. also hopes that all the 
major European currencies can be made 
fully convertible during 1960. This idea 
has the backing of the International 
Monetary Fund. If it goes through, 
along with steps to keep the tariff poli- 
cies of Europe’s trade blocs reasonably 
liberal, the free world will be close to 
the goals stated at Bretton Woods. 
¢ Help on Defense—As a final remedy 
to the U.S. deficit, there’s the new 
NATO exercise in ‘“burden-sharing,” 
under which the U.S. is goading West- 


ern Europe to pick up some of the de- 
fense costs that are now borne by this 
country. 


Vi. Banker to the World 


In its new economic role, the U.S. 
almost certainly will be playing banker 
to the world in much the same way 
Britain did before 1914—except, of 
course, for the many political, social, 
and economic changes since then. 

Many Americans envisaged this sort 
of role for the U.S. at the time of the 
Bretton Woods meeting. A strong U.S. 
currency would be the anchor for all 
other free world currencies, though the 
IMF, with its recently expanded re- 
sources, would absorb some of the 
strains of this task. The International 
Bank for Reconstruction & Develop- 
ment (now devoted entirely to the lat- 
ter) would be increasingly important in 
supplying capital to underdeveloped na- 
tions. And the World Bank, whose 
regular resources have also been fat- 
tened recently, would offer “soft’’ loans 
to have-not countries through a new 
International Development Assn. 

* More Lending—lhe big U.S. com- 
mercial banks are steadily upping their 
lending abroad, as a supplement to the 
dollars the government has been pro- 
viding. As the government sheds more 
of its postwar financial responsibilities, 
the private banks can be expected to 
make up a good part of the difference. 

In preparation for the U.S. role as 
banker, some of this country’s leading 
money managers have been re-examin- 
ing the workings of the gold standard 
in the days when London banked for 
the world. Does the present dollar ex- 
change standard, they wonder, need to 
be modified to suit the 1960s? 

One possibility is that the U.S. might 
pay interest on gold kept in the New 
York Iederal Reserve Bank by foreign 
central banks. This stock includes most 
of the non-U.S. gold in the free world. 
At present, the New York Fed merely 
holds the gold for safekeeping and 
charges a small handling fee. Paving 
interest might encourage the foreign 
banks to keep their gold here. 

Another suggestion is for central 
banks to consult not just on interest 
rates, as they do at present, but also on 
whether a foreign country should turn 
its dollar holdings into gold. If a foreign 
central bank asks the New York Fed 
for advice on this subject todav, the 
Fed simply says: “Do what vou like.” 

Moves such as this would take the 
U.S. much closer to world financial in- 
terdependence than it has ever been 
willing to go. But they would not be 
nearly so drastic as some other proposals 
that have been mentioned, so far with- 
out much acceptance, to do such things 
as converting the IMF into a central 
bank for all the world’s central banks. 
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Only Snovs 


Both o 
—— REPEAL Of the law of aver Lodge : 


ages, the almost naked slopes of the f reserved 

Sicrra Nevada will be under eight feet | officials 

of snow on Feb. 18 when the Olympic The 

torch lifts its tongue of eternal flame 

over Squaw Valley, Calif., to signal the 

start of the 1960 Olympic winter games 

Workmen are putting the finishing 
touches on the $15-million conversion | 
of an obscure resort into the 1960 entertai 

world capital of winter sports. food. 
¢ Ready for Anything—Though resort © Publ 

operators and ski devotees were dis- 
maved at the lack of snow, and one | 
young enthusiast wounded civic pride | 
OPEN-ENDED ARENA offers view of ski jumps and specd-skating oval outside, figure by nee athens his own ski run on af 
skating and hockey inside. Opening and closing ceremonies will be here, before 8,500. mountain of sawdust (below, right), press a 
Olympic officials would admit no wor | yalley a 
rics about the weather. They're pre- | work. f 
pared for anything (pictures, right). to the ¢ 

If too much snow falls on the majes- 
tic peaks that rim the natural amphi- 
theater, the U.S. Forest Service is 
armed with 75-mm. and 105-mm. re- 
coilless rifles and hand _— explosive 
charges to blast anv menacing cornices 
and prevent avalanches. 

If the snowfall is too light, Dr. 
Irving P. Krick, the Denver metcorolo- 
gist and long-range forecaster, will seed 
any promising cloud formations with 
silver iodide crystals to induce more 
snow. Krick and his staff have spotted twin | 
10 cloud-seeding generators within a for th 
50-mi. radius, and attendants can set sults th 
them off at a moment’s notice. of han 

If even the clouds fail to materialize, Add 
Willy Schaeffler, director of ski events backin 
for the quadrennial competition, savs $50,0¢ 
the patches of snow dotting the hills J. Wal 
could be redistributed to accommodate 
all but a few of the Alpine events. 

“We won’t have to do it, though,” 
he adds. “Remember, we've seen as 
much as four feet of snow in 36 hours 
in this valley.” 
¢ A Whole New Village—Fight hun- = th 
dred athletes from 34 nations are ex- monic 
pected to compete in the 11 davs of ds 
ski jumping, downhill and slalom races, Walt 
cross-country and biathlon (ski and ° Ma 
shoot) races, speed skating, figure skat- stands 
ing, and ice hockey. For the first time ad } 
in the 36-year history of the winter park 
games, a complete village has been built the 
to accommodate the participants. 

They'll even have their own post- 
ofice—Olympic Valley, Calif.—and their 
own commemorative postage stamp Burea 
Permanent dormitories, a dining center, ents 
shops, entertainment—all necessary facil- | o¢ ,; 
ities—are nestled in a corner of the one | tapes 
square-mile valley floor, and all within Re 
walking distance of the ski slopes and 
skating rinks. 

Up to 35,000 spectators a dav are ex 
pected to stream into the valley. Living 
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UP TO 35,000 SPECTATORS a day are expected to swarm into this quiet resort. 
A separate self-contained village has been built to house the 800 athletes from 34 nations. 
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AFTER-DARK SPORTS will focus on Lake Tahoe and Nevada resorts that offer floor the s 
shows and, in Nevada, gambling. This night club opened Dec. 21 at Stateline, Nev. accommodations on the site are limited. 
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s Lacking tor Winter O ympics 


Both of the hotels—the Squaw Valley 
Lodge and the Squaw Valley Inn—are 
reserved almost exclusively for games 
officials and the press. 

The bulk of spectators will live out- 
side the valley. ‘The neighboring Lake 
l'ahoe resorts and the city of Reno, 40 
mi. east, will provide not onlv sleeping 
accommodations but also a variety of 
evening diversions, including top-notch 
entertainment (picture) and excellent 
food. Nevada also offers gambling. 
¢ Publicity Splurge—The 1960 winter 
games are likely to be the most highly 
publicized in the history of the compe- 
tition. Some 700 reporters and photog- 
raphers of the domestic and foreign 
press and radio will swarm over the 
valley and its peaks. CBS television net- 
work, for a basic guarantee of $50,000 
to the Olympic committee, got exclusive 
television rights and will produce a 
minimum of 16 hours of telecasts from 
the valley. So far, CBS has found no 
sponsor to help pay its $350,000 cost of 
the big show. 
¢ Industrial Role—Several private com- 
panies are providing facilities without 
charge. International Business Machines 
Corp. is spending $250,000 and provid- 
ing $500,000 worth of Ramac 305 come 
puters and accessories to equip a datae 
processing center. Within moments, 
twin Ramacs will compute and print, 
for the press and spectators, race re- 
sults that would otherwise require hours 
of human calculation. 

Addressograph-Multigraph Corp. is 
backing up the IBM installation with 
$50,000 of duplicating equipment. The 
J. Walter Thompson advertising agency 
is serving the Olympic committee with- 
out fee as advertising consultant. 

Longines-Wittnauer Watch Co. is 
providing $200,000 of high-precision 
clectronic timing facilities. 

The Hollywood touch will be evident 
in the staging of the colorful cere- 
monies, which has been left in the hands 
of a pageantry committee headed by 
Walt Disney, the film producer. 

* Matters of Money—California, which 
stands to inherit most of the buildings 

ind 1,000 acres of ground as a state 
park and permanent resort area after 
the games, put up $10-million of the 
fnancing. ‘he federal government con- 
tributed $4.5-million, including the serv- 
ices of Army, Navy, and Weather 

Bureau personnel. Nevada, which will 
harvest the economic fruit of a swarm 
of visitors to its hotels and gaming 
tables, spent $300,000. 

Reserved seats for the 11-day season 
are priced at $200, loge seats at $250. 
Valley tickets, admitting the holder to 
everything except the arena, are $60 for 
the season, $7.50 for a day. 
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TOO MUCH SNOW, and Willy Schaef- 
fler (above), ski director, will order artil- 
lery shots to break up incipient avalanches. 


TOO LITTLE SNOW, and housewives 
as far as 50 mi. away will start up cloud- 
seeding generators to spur snowfall. 


NO SNOW TO SPEAK OF, and a local youngster uses a sawdust pile for skiing. Sawdust 
is stockpiled for use in compacting snow in a parking field designed for 12,000 cars. 





21 











THE VICE-PRESIDENT, free of primary worries with Rocke- 


feller out, will mind his White House job till July while 





... THE GOVERNOR, without sufficient party support this 
ee 4s time, waits for a possible better chance in 1964 or 1968. 


Nixon Gets the Race to Himself 


Vice-Pres. Richard M. Nixon quictly 
closed the door of his Washington 
office this week and went to Pasadena, 
there to bask in the pleasant dutics of 
grand marshal of the ‘lournament of 
Roses parade. 

here couldn’t have been a more 
fitting wav for Nixon to usher in the 
new vear; it begins with every sign of 
being a vear of destiny for him. More 
over, the trip marks a new phase in 
Nixon’s drive for the Presidency, which 
began seven vears ago when Pres. Hisen- 
hower picked his name, seemingly at 
random, from a list of possible running 
mates. 
¢ Decision in Albany—The new phase 
was signaled when Gov. Nelson Rocke- 
feller of New York stunned political 
experts last week by withdrawing from 
the race for the Republican nomination 
Rockefeller’s decision changed the 
whole tone of Nixon’s own campaign. 
Instead of a series of slam-bang primary 
fights, Nixon was left with a clear field. 

His first reaction was tvpical—cautious 
reappraisal. He said nothing. Sunday 
he went to the Baltimore Colts-New 
York Giants professional football cham- 
pionship game in Baltimore as_previ- 
ously planned. Next dav, a few close 
idvisers such as Atty. Gen. William P. 
Rogers quietly came and went from 
Nixon’s Vice-Presidential suite in the 
Capitol. 
¢ Defensive Tactic—When he left for 
Pasadena at midweck, the new strategy 
was already clear. Speeches already 
scheduled would be delivered. But in 
the main Nixon would keep in the 
public eye by staving in Washington 
ind filling the busv schedule of the 
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Vice-President. The job has been re 
made by Eisenhower and Nixon into 
virtually a drv run for the Presidency 
itself. 

The strategy, of course, is to make 
Nixon as clusive a target as possible for 
the Democrats between now and _ the 
active campaign for the White [louse 
from July to November. It is a defensive 
strategy, one calculated to preserve pres- 
cnt strength. It does not fit Nixon’s 
political philosophy, which is to con- 
duct every campaign as though he were 
losing. 

Aides are certain, though, that once 
he is the party’s nominee and the Dem- 
ocrats choose a candidate of their own 
next July, the gloves will come off. 
Nixon then will go to the attack. 

In one sense, Nixon may be disap- 
pointed. He had looked forward to 
running against Rockefeller in at least 
some of the forthcoming primaries—in 
New Hampshire on Mar. 8, in Calif- 
ornia on May 20, and possibly in 
Oregon on June He was confident 
of victorv and felt these contests would 
be good for the party and for himsclf. 
¢ United Party—As it is, he is prepar- 
ing to cash in on a situation that is rare 
in modern Republican history—a nomi- 
nating convention that will not be pre- 
ceded by a bitter party split. In 1932, 
when Herbert Hoover was selected for 
a trv at reclection, and again in 1956, 
when Eisenhower won without a chal- 
lenge, the party escaped serious bruis 
ing. But in the five intervening cam- 
paigns, there was bitter conflict between 
the GOP’s Midwest old guard and 
Eastern wing. The Eastern wing won 
cach time. 


This time, there was no early rallving 
of the Eastern behind Rocke- 
feller. Since the Midwest strongholds 
have long regarded Nixon as their own 
kind of candidate, he has the prospect 
of leading a united parts 
¢ Democrats Speak—[ven so, the situa- 
tion mav carry dangers for Nixon. 
one thing, the Republican campaign 
could become dull and heavv-footed, 
lacking the zest of a livelv conver. 
And, obviously, Nixon is a sitting  tar- 
get for the Democrats. 


forees 


lor 


Thev were swift to react. Senate 
Majority Leader Lyndon B. Johnson, 
himself a candidate, quickly praised 


Rockefeller as an outstanding national 
leader. He even suggested. straight- 
faced that when the Democrats take 
over the Presidency next vear, Rocke- 
feller should be offered a high position 
in the government. 

Other Democrats argued that Rocke- 
feller’s withdrawal shows there is no 
place in the Republican Party for a 
liberal, and that the old guard is hand- 
picking Nixon to suit its own conserva- 
tive aims. But these are expected bleat- 
ings of the opposition party. 
¢ Eisenhower's Heir—Another problem 
may confront Nixon earlv in the cam- 
paign. As the unchallenged choice of 
his partv he will inevitably be needled 
bv Democrats on every issue that con- 
fronts the new Congress: civil rights, 
government spending, tax reform, school 
aid, health insurance, and—potentially 
most explosive of all if the stecl strike 
is not settled—new labor reform legis- 
lation. 

Party leaders acknowledge Nixon 
must accept and defend whatever Fisen- 
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hower does in his last year in office, with 
the hope that nothing happens between 
now and next November to lessen the 
President’s popularity. A year ago, the 
Eisenhower mantle would not have 
meant so much to Nixon. The Presi- 
dent’s popularity had declined, foreign 
affairs were in an unhappy stalemate, 
and economic conditions at home were 
far from rosy. ‘Voday, Eisenhower is at 
the peak of his power and influence, 
peace has become a Republican byword 
onee more, and prosperity seems certain 
to continue up to election time. 

¢ Differences With the Chief—Nixon 
has differed with Eisenhower on such 
matters as a tax cut during the 1957-58 
recession and the Administration’s first 
reaction to the Russian Sputniks. He 
has lately pressed—in vain—to have 
Eisenhower ask Agriculture Secy. Ezra 
T. Benson to resign. Nixon and Labor 
Secy. James P. Mitchell have generally 
been more friendly toward labor than 
Eisenhower has. But Nixon has never 
allowed an open break to develop. 

Now more than ever, it is political 
common sense for him to remain at- 
tached as closely as possible to the 
Eisenhower image. His popularity is 
Nixon’s great heritage. This means he 
will have to accept prettv much what 
comes from the White House this vear, 
even if he would be happier campaign- 
ing with a slightlv different package. 

On what is likely to be the overrid- 
ing domestic issue, for example—eco- 
nomic growth—Nixon is probably closer 
to Rockefeller than to Fisenhower. 
Eisenhower is seemingly satisfied with 
the low recent rate. Rockefeller, in some 
of his recent speeches, talked about the 
possibility of achieving a 6% rate. Once 
Nixon is free to go more on his own, 
after the July conventions, he may well 
adopt this and other arguments from 
Rockefeller’s generally more liberal eco- 
nomic policy. 

* Bowing Out—Rockefeller, despite his 
withdrawal, is still a force to be reck- 
oned with. 

His decision was really an acknowl- 
edgement of the clear fact: Nixon right 
now is the leading candidate in cither 
party and the man most like! to be the 
next President. Democratic _ profes- 
sionals have been saving this among 
themselves for months. Rockefeller 
simply came to the same conclusion. 

Rockefeller had an uphill pull from 
the beginning, and he knew it. His 
trip to the Midwest and Southwest last 
month failed to stir up unrest in the 
GOP rank-and-file. Party regulars came 
to his meetings wearing Nixon buttons. 
If Rockefeller did run into any real 
encouragement it turned out too often 
to be from mavericks nursing local 
grudges. 

The trip itself probably was an error 
in political judgment. Rockefeller ap- 
parently thought he could melt opposi- 
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tion as he had done in 1958 when he 
made his first political travels in upstate 
New York as a potential candidate for 
governor but he overlooked the deep 
prior commitment of most Republican 
leaders to Nixon and underestimated 
Nixon’s hold on the rank-and-file as 
well. 

¢ Another Chance?—The positive, no- 
hedging tone of his withdrawal, on the 
other hand, was part of a carefully de- 
vised strategy to side step second place 
on the ticket. If he had gotten into a 
scrics of primary fights with Nixon, 
party leaders could have argued that he 


had an obligation to accept the Vice- 
Presidency to heal party wounds. By 
quitting early, he can point out that he 
caused no wounds. 

By freeing himself of any obligation 
to accept the No. 2 spot, he can chal- 
lenge again in 1964 as a Nixon critic. 

“Sooner or later,” said New York 
State GOP Chmn. L. Judson Morhouse 
this week, “Rockefeller will be Presi- 
dent.” Political professionals suspect 
the same thing. Whether that is true 
or not, Rockefeller obviously is destined 
to play an important role in the national 
Republican Party from here on. 


Output Grows Faster Than the Figures 


Revision of the Federal Reserve Board’s index of indus- 
trial production shows the old statistics as too low. 


U.S. industrial production has been 
growing faster—and the productivity of 
workers rising faster—than anyone but 
a handful of experts has suspected. 

Moreover, the swings in production 
between boom highs and recession lows 
have been greater. 

These findings were made official this 
weck when the Federal Reserve Board 
released a revision of its index of indus- 
trial production—far and away the most 
widely followed guide to what’s going 
on in industry. ‘The revision is the first 
since 1953, and it is substantial. ‘The 
level of the new index is about 8% 
above the old. 

‘The old index stood at 155 in June— 
the high before the steel strike scram- 
bled the picture for both businessmen 
and indexers. ‘The new figure for June 
is 166. Both series are on a base under 
which 1947-49 equals 100. 

Bv now, the index is close to its old 
highs. ‘The board puts the level of its 
new index at 156 for November, when 
recovery from the steel strike was get- 
ting under way. ‘The December figure 
is expected to be near the midyear peak. 
¢ What Did It—Broader coverage and 
new information boosted the index. 
About one-third of the gain comes from 
adding a new category—electric power 
and natural gas—to the index. Covering 
these measures of the huge use of en- 
ergy in the U.S. will make the index 
more comparable with those used in 
other countrics. 

About two-thirds of the rise comes 
from feeding new data into the index as 
a whole. The statisticians have added 
some new series and adjusted all their 
figures to the levels shown in a compre- 
hensive 1954 Census of Manufacturers 
and other census surveys. They worked 
out new seasonal adjustments and over- 
hauled their classifications. Finally, the 
weights that reflect the importance 
given any product in the over-all index 
were revised to reflect 1957 prices. 


This, for example, gives steel and autos 
more heft—their prices had been rising 
faster than prices of other products. 

While the board’s statisticians were 
at it, they grouped the subgroups 
within the index a new way—into con- 
sumer goods, equipment for business 
and government, and materials. The 
new groupings make it easier to trace 
the wav various sections of the economy 
have been performing. 
¢ The Results—lor the 12 vears cov- 
ered by the revised index, the new fig- 
ures show an average annual growth of 
4.1%. Production grew faster in the 
first part of the period—the U.S. was 
still catching up on World War I 
shortages and then had to arm for the 
Korean War. For consumer goods, 
though, the average rate of growth has 
been consistent at about 3.7% a year 
since 1947. The old figures put the 
growth in consumer goods at about 3%. 

Over-all, consumer goods have grown 
58% in the 12 years, 1947 to 1959. 
The population, meanwhile, has grown 
about 23%—so there’s been a real and 
substantial increase in production per 
customer. But the board’s figures show 
wide variations in the way products 
have done over the vears. Air condition- 
ers, television sets, clothes dryers, and 
boats have all gained 400% or more. 
Drugs and medicines have more than 
doubled. Shirts, soft drinks, and gaso- 
line are all up 80% or more. But 
stoves, woven floor coverings, men’s 
suits, and home radios are below their 
1947 production levels. 
¢ Cycles—The board’s new series throw 
a great deal of new light on the ups 
and downs of the entire economy and 
of certain lines. 

In the recession years of 1957-58, for 
cxample, the new total index shows a 
decline 2% greater than the old figures 
did. In fluctuations since 1947, the 
swings in output of materials have been 
wider than those in finished products. 
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Free World Bets on a Good Year 


The year ahead will be one of rising 
business activity not only in the U.S. 
and Canada but almost everywhere in 
the free world—in Western Europe, the 
Middle East, India, Japan, Australia, 
and most Latin American countries. 

World trade probably will be at 
record levels, with international de- 
mand for manufactured goods, raw ma- 
terials, and food showing even more 
strength than in the 1955-56 boom. 
This promises a better break for the 
primary producers, who have suffered 
a serious drop in export income. 
¢ Competition—W ith business activity 
high almost everywhere in the world, 
American companies with overseas op- 
erations undoubtedly will chalk up 
record sales and profits from their 
foreign-based production facilities. U.S. 
exporters will have an opportunity to get 
this country’s export sales back on an 
upward curve (page 70). But whether 
in American company is selling the 






world market from a plant in the U.S. 
or from a plant abroad, it will meet 
plenty of competition from European 
and Japanese producers. 

¢ Keeping Pace—The new business 
boom now under way in Western 
Europe began to develop last vear under 
the impact of a rise in consumer spend- 
ing. At the same time, an inventory 
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buildup developed, and now an expan- 
sion in plant investment is under way. 

In Western Europe, the big problem 
will be to match the expansion in indus- 
trial production with reasonable price 
stability. Thus, the possibility of tighter 
credit, especially in West Germany and 


Britain, lies in the background of the 
European boom. 

Prosperity in Japan closely parallels 
that in Europe, although there is some 
lag in the development of a Japanesc 
mass market for consumer durables. 
And for Japan an expansion in world 
trade is important. 

For the underdeveloped countries, 
notably India, 1960 will be another year 
of uphill struggle against poverty and a 
growing population. ‘The key problem 
in India’s up-coming Five-Year Plan, as 
in the two previous ones, is to get 
enough capital for solid 
development. 

Back in this hemisphere, inflation 
and political instability still hamper the 
economic development of most Latin 
American nations. Mexico is the great 
exception on both counts, though far 
to the south in Chile and Argentina 
there’s now hope of stable government 
and more orthodox economic policies. 
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Europe's Boom Rides High 


It's the three biggest industrial na- 
tions in Western Europe—Britain, West 
Germany, and France—that set the cco- 
nomic pace for the area as a whole. 
Here’s the 1960 outlook for the three 
as reported on. the spot bv BUSINESS 
WEEK'S local corre spond nts: 

In Britain, most businessmen are in 
a bullish mood—so bullish that Chan- 


24 


cellor of the Exchequer Amorv now 
frets about how to maintain the upward 
curve during 1960 without running into 
inflation and a return of the countrv’s 
balance of pavments difficulties. 
Industrial output last vear was 6% 
above 1958. But since production then 
was climbing out of a mild recession, 
the rise in 1960 won't be so steep. Con 


Bank Rate 


BRITAIN: Chancellor of the Exchequer 
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sumer buying this vear can hardly rise 
at last vear’s rate, nor will inventon 
accumulation. But capital goods spend- 
ing now is taking up part of this slack, 
as industrv broadens its investment 
plans partly as a result of the confidence 
engendered by last October's Conserva- 
tive election victory. 

Kurope’s trade split—between — the 
Kuropean Economic Community and 
the European ree ‘Trade Assn.—won't 
have much cffect on Britain’s growing 
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exports to the Continent. Elsewhere, 
the export outlook is bright. Sterling 
areca countries are leading the general 
pickup among primary producers, Fur- 
ther gains in U.S. and Canadian mar- 
kets seem certain. Meanwhile imports 
have been rising at a slightly faster rate 
than exports, 

‘The first half of the year should tell 
the tale on inflation—and on how firmly 
the government will live up to its re- 
frain of “The strength of the pound 
comes first.” So far, the government 
has limited itself to warnings. Labor 
has been asked to keep down its de- 
mands for higher wages and a shorter 
work week, and business to hold down 
its profits. In fact, Amory privately has 
been pressuring business to cut prices in 
the many cases where there have been 
large gains in productivity. 

If necessary to keep wages and prices 
in line, the government seems ready for 
sterner measures. And these might be 
applied, including an increase in the 
bank rate, even if there were no serious 
threat of inflation immediately in the 
ofing in Britain. A change of British 
policy could come simply in response to 
a tighter credit policy in West Ger- 
many. If the Germans raise their bar’: 
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rate once more (charts), the Chancellor 
of the Exchequer may decide to follow 
suit. He would do this to make certain 
that British industry doesn’t lose any 
competitive strength vis-a-vis German 
industry and also to prevent the with- 
drawal of money from London. The 
October hike in the German bank rate 
led to a flow of funds from London to 
West Germany. 

In West Germany, American _busi- 
nessmen who are prepared to do some 
old-fashioned selling can cash in on 
that country’s continuing prosperity. 
That’s true for U.S. exporters as well 
as for companies that have capital to 
invest in German production facilities. 

But Economics Minister Erhard may 
decide before too long that West Ger- 
many’s prosperity has become too much 
of a good thing. The German gross 
national product, which reached $56- 
billion in 1959, will be pushing $60- 
billion for 1960. Investment in plant 
and equipment is continuing at record 
or near-record levels. So is consumer 
spending. As an exporter, the Bonn 
Republic is running neck and neck with 
Britain for the world’s number two 
spot behind the U.S., and it has bulg- 
ing order books to help it. 


All this adds up to a tight labor mar- 
ket, with skilled refugees from East 
Germany unable to fill the demand for 
labor. Thus, the pressure for higher 
wages is reaching a peak. An increase 
in wages, and in the cost of living, are 
expected within a matter of months. 

In France, businessmen, after living 
through more than a year of unusual 
financial stability and restraint under 
the de Gaulle government, now are talk- 
ing expansion. ‘There’s a feeling that 
output and profits may return in 1960 
to the level of 1957, the last year when 
French business found the going easy. 

Recent polls of top management re- 
flect the growing optimism. Business- 
men now are predicting a pickup all 
along the line. The optimism is based 
mainly on the investment plans of pri- 
vate business, which are expected to 
push private capital spending up 8% 
during 1960. (In 1959 private invest- 
ment dropped 1%.)4Back of these 
larger investment plans lies the stimu- 
lus of competition within the European 
Economic Community. Another ex- 
planation is the expected rise in private 
consumption. After dropping in almost 
all categories last year, an increase of 
5% seems to be in the cards for 1960. 


JAPAN: Trade & Industry Minister Ikeda 


must keep exports booming 
to maintain prosperity 
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INDIA: Finance Minister Desai 
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Asia Seeks Markets and Capital 


By contrast with Western Europe, 
free Asia’s economic growth runs the 
spectrum—from industrial Japan to 
underdeveloped India (chart). Japan’s 
problem for 1960 is how to keep finding 
markets for its fast-expanding industry. 


BUSINESS WEEK e Jan. 2, 1960 


India’s headache, which it will have to 
live with for a long time, is how to get 
enough foreign private capital and eco- 
nomic aid to raise living standards from 
rock bottom. 

But between the extremes of Japan 


and India are other countries that are 
looking to 1960 for economic growth. 
Some, such as South Vietnam, depend 
heavily on U.S. aid—and that is more 
likely to decrease than increase. Be- 
sides that, politics in most of these 
countries will determine whether ece- 
nomic growth will move fast or slowly. 

Pakistan’s Pres. Ayub Khan cleaned 
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corruption and rushed a land-reform 
program last vear after taking power in 
late 1958. Now the country also is 
reaching an agreement to share develop- 
ment of the Indus River with India. 

On the other hand, Indonesia’s 
economy is stagnating. After expropri- 
ating Dutch businesses, the Soekarno 
government today is putting pressure on 
local Chinese—the country’s main trad- 
ers and retail merchants. 

Yet the nearby continent of Australia 
is in the midst of boom times. Bolstered 
by an expanding consumer credit and 
steady U.S. investments, industry is 
operating at record levels. And the first 
stages of the $1-billion Snowy Moun- 
tains hydro project are complete, with 
the prospect of more power. 

To see Asia’s mixed outlook on 1960 
more Closely, take two examples: 

Japan is riding a wave of optimism. 
Industrial production last vear rose be- 
tween 20% and 25% over 1958. Ex- 
ports topped $3-billion. The govern- 
ment plannjng agency already is revis- 
ing its growth-rate estimates for the 
1957-62 period—from 6.5% planned to 
nearly 8%. 

What’s worrying Japanese business- 
men is the possibility of any downturn 
in the world economy.’ Their exports 
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would feel it first. ‘Then, the Japanese 
are also concerned over the growing 
protectionism and regionalism in world 
markets. A key worry: the No. | mar- 
ket in the U.S., which absorbed about 
$1.2-billion of Japan’s exports last year, 
but now may trim purchases. 

Some economists are fretting over 
Japan’s investment spree. Planned capi- 
tal investment for this vear is 30% 
above last vear’s. Gold and dollar re- 
serves are at an all-time high. But the 
investment boom, with its demand for 
imported raw materials and equipment, 
may lower reserves. This could even 
produce a foreign-exchange crisis—say 
some observers—like the one after the 
1956-57 spending spree. 

Indian businessmen are happier than 
at anv time since independence in 1947. 
Fears of war with Communist China, 
of course, have clouded the picture. But 
businessmen see bright signs in: 

e Sizable loans from the U.S. and 
West European countries for the com- 
pletion of the second Five-Year Plan. 

¢ Increasing influx of private for- 
eign capital, particularly from the U.S. 

e End of tax hikes on businesses 
by the Delhi government. 

e Leveling of wages—at least at 
the present time. 
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MEXICO: Pres. Lopez Mateos bolsters business 
confidence by holding price levels steady 


Cost—of—Living 


There are other reasons for confi- 


dence, too. The raw-material shortages | 


that plagued business last year appear 
to be easing up. The money supply is 
enough to mect industry's demands, 
partly because of Delhi’s restrictions 
on imports that would boost demand 
for more credit. 

On top of this, the political climate 
is improving for businessmen. ‘The rul- 
ing Congress Party has tempered _ its 
enthusiasm for cooperative farming, in- 
stead put more emphasis on milder 
socialistic answers to India’s food prob- 
lem. The government, in its pronounce- 
ments and decisions on economic de- 
velopment, has shown more interest in 
encouraging private enterprise. 

One sign of change is the formation 
of the new Swatantra Partv—a party of 
businessmen, small farmers, and profes- 
sional men. With this has come a new 
atmosphere, highlighted by Red Chi- 
nese encroachments and Pres. Eisen- 
hower’s visit, favoring closer economic 
ties with the West. 

But the main problem will be ful- 
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filling the third Vive-Year Plan (1961- | 


65). The $21-billion plan will require 
huge injections of foreign capital. Yet 
both businessmen and cfficials feel con- 
fident that they will get the monev. 


BRAZIL: Pres. Kubitschek heads into election 
year with more inflation on the way 
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Latin America Pushes Industry 


“One-crop economy” is slowly becom- 
ing an outdated phrase in Latin Amer- 
ica. For the 20 countries, from Mexico 
to Argentina, are changing their tradi- 
tional economic pattern—away from 
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commodities to manufactured goods. 
The big thing today is diversification 
-in both industry and trade. Latin 
countries don’t want to be so depend- 
ent on trade with the U.S. Thev favor 


Cost—of—Living 
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increased trade with Western Europe, 
and even some trade with the Soviet 
bloc. More important, thev are push- 
ing industrial development to gain 
greater self-sufficiency. 

¢ Bumps—The campaign to industrial 
ize in Latin America, coupled with the 
demand for higher living standards, isn't 


BUSINESS WEEK e Jan. 2, 1960 


i 











SIN‘ 





ni fi- 
1ges 
a: ; New station sign, featuring the name 
nds, § in red and the dinosaur in green, is 
ons being installed at Sinclair outlets in 
and 36 states. 


1ate 
rul- 
its 
in- 
Ider 
Tob- 
nce- 
de- ? 
t in | 


tion | 
v of 
»fes- 


new 
vhi- 
isen- 
mic 
ful- 
96l1- 
juire | 


Yet | 
con- 
“ oF 


The Return of the Dinosaur! 


The dinosaur, long identified with fine crude oil, The new sign is also a symbol of Sinclair’s ac- 
is returning to Sinclair dealer stations. ceptance in the market place, where its 25,000 

This new sign is a symbol of the finest in petro- independent dealers enjoy the loyal support of 
leum products. millions of discerning motorists. 


It is the symbol adopted by Sinclair Refining 
Company, the Company that supplies nearly one- 
half of the aircraft oil used by major scheduled 
airlines in the U. S.; that fuels and lubricates more 
rope, than 150 American railroads; that was called upon 
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. . . American companies will chalk up record sales and 
profits from their foreign-based production facilities . . . 


(STORY on page 24) 


running smoothly in all countries. Look 
at just two examples: 

Mexico (chart, page 26) is following 
a balanced approach toward economic 
development. It is trying—mostly with 
success—to hold down prices and 
wages. At the same time, it is pushing 
tourism (a top money earner), con- 
sumer-goods manufacturing, and oil pro- 
duction. Brazil, however, is letting its 
chronic inflation run free. And there’s 
no real prospect for tough controls, 
particularly with a presidential election 
next fall. 
¢ A Move to Diversify—Historically, of 
course, Latin America has exchanged 
raw materials for manufactured goods, 
largely through trade with the U.S. We 
are still the largest single customer for 
Cuban sugar, Honduran bananas, Chil- 
ean copper, Brazilian coffee, and Vene- 
zuelan oil. 

But Cuba, for one, is attempting to 
diversify under the often violent, erratic 
leadership of Premier Castro. Then, 
Venezuela is copying Brazil’s industrial- 
ization drive by encouraging foreign 
companies to build local plants. Argen- 
tina is doing the same. 

The U.S. is sharing in Latin Amer- 

ica’s push toward economic growth. 
The Administration has agreed to sup- 
port the $1-billion Inter-American De- 
velopment Bank. Private companies 
and investors already have put over $9- 
billion into Latin America. And _ this 
outflow, though now proportionately 
less than new investments in Western 
Europe, is continuing at a fast clip. 
* Economic Nationalism—Still, Latin 
America’s desire to diversify has 
changed the atmosphere in which U.S. 
companies normally do __ business 
throughout the region. For industriali- 
zation has aggravated traditional na- 
tionalism in many countries. 

The old political nationalism has 
given way to economic nationalism. 
Both Cuba and Brazil are prime exam- 
ples. They repeatedly attack “Yanqui 
interests’’ as a purportedly domineering 
force in their economic life. ‘They ad- 
mit they need U.S. private capital, but 
—in the same breath—play up their need 
for European capital. 

To some extent, economic national- 
ism is leading to—and overlapping with 
—economic regionalism. Latin America 
is shooting for a common market simi- 
lar to Western Europe’s. Five Central 
American countries already have started 
one. Other countries, such as Argen- 
tina, Brazil, and Chile, are debating 
formation of one. 

Any fully operating common market 
for Latin America is far off. That’s 
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because the countries, despite a com- 
mon desire for economic improvement, 
are radically different from each other— 
in size, resources, political attitudes, and 
economic problems. 

¢ Four-Nation Outlook—You can see 
that in the 1960 business outlook for 
four of the leading countries: 

Mexico is speeding up its drive for 
new industry. It has put tariffs on all 
imports that compete with domestic 
manufacturing. It has cut down U.S. 
imports, in favor of local manufactur- 
ing. Beyond that, it is turning more 
and more to West Germany, Japan, 
and other countries—for both imports 
and fresh capital. Still, the government 
offers U.S. industry some tax conces- 
sions. And for U.S. companies op- 
erating in Mexico, profits generally are 
high. 

Pres. Lopez Mateos, now one year 
in office, has put the economy on a fairly 
even keel. There’s no talk—as in pre- 
vious vears—of a peso devaluation. Last 
vear, the government stalled on wage 
increases to meet the slight rise in liv- 
ing costs. This year it probably will 
O.K. wage hikes—in view of stepped-up 
production. Along with this, the coun- 
trv’s gold and dollar reserves have been 
strong enough to allow early repayment 
of $10-million to the Export-Import 
Bank and $22.5-million to the Interna- 
tional Monetary Fund. 

One boost in business confidence for 
the year ahead will come from record- 
high government spending. The $800- 
million expected to be poured into high- 
ways, schools, irrigation projects, and 
port facilities should help stimulate 
the retail trade—which was sluggish last 
vear. 

Venezuela, recently rocking through 
financial troubles, now is hopeful 
about 1960. Oil output last vear hit 
record levels (though the worldwide 
drop in prices hurt). This year, output 
will go up a moderate 5%. Caracas ob- 
servers expect the country’s dollar in- 
come to run just below the 1956-57 
boom years, when oi] companies paid 
cash for new concessions and filled post- 
Suez oil shortages. 

What hurt most last year was the 
splurge on imports and a_ temporary 
flight of capital—due to labor and po- 
litical unrest. Gold and dollar reserves 
dropped to an uncomfortable, but not 
critical, $700-million. At the same 
time, the oil industry slowed invest- 
ments because of excess capacity and 
the earlier hike in taxes. 

Now both the economy and political 
scene seem to be stabilizing. Import 
restrictions are forcing U.S. companies 


to produce inside the country. Pills- 
bury Co. and H. J. Heinz are among 
recent arrivals. Philip Morris, Inc, has 
bought into a local company. And 
Venezuela’s licensing of car imports 
may lead to construction of more for- 
cign-owned assembly plants. _ 

Brazil’s inflationary spiral will keep 
spinning this year, with wages chasing 
after mnising prices. But any serious 
social unrest because of inflation doesn’t 
seem likely. 

During the elections, the politicians 
will call for curbs on profit remittances 
by foreign companies and expropriation 
of foreign-owned utilities. But the rate 
of new foreign investment into Brazil's 





potentially rich economy indicates that | 


few U.S. businessmen are seriously 
worried. And there’s another considera- 
tion: So many Brazilian businessmen 
are linked in joint ventures with U.S. 
companies that they weuld oppose any 
tough restrictions on foreign capital. 
So far, Pres. Kubitschek has resisted 
strong pressure te loosen the govern- 
ment’s purse strings for election put- 


poses. He’s likely to continue the rela- | 


tively tight money policy of the past | 
two years. But the government presses | 


keep printing new cruzeiros—and help. 
ing inflation along. 

If the recent international agreement 
on coffee holds up, Brazil’s coffee ex- 
ports should continue high. That would 
bolster the present economic boom 
But Sao Paulo observers believe that 
a period of retrenchment and stabiliza- 
tion may follow the fall elections. 

Argentina has gone through the first 
phase of its austerity program. ‘This 
year will bring the showdown—when 
the belt-tightening program is tested in 
congressional elections. 

Economics Minister Alsogaray has 
won a lot already. He has started cut 
ting the government payroll. He has 
put curbs on imports. He hopes to 
reduce the budget deficit this year from 
$330-million to $185-million. On top 
of that, the country’s trade picture 1s 
brightening, with exports and imports 
slowly coming into balance. 

With austerity, of course, Argentina 
has faced gloomy times. The indus 
trial production index slumped last vear 
to the 1952 level. Construction, an 
important industry, contracted between 
50% and 60% compared to 1958. And 
strikes, slowdowns, and even complete 
shutdowns hit many companies, from 
Goodvear ‘Tire & Rubber Co. to Swift 
& Co. 

But the program to develop Argen- 
tina’s oilfields, with U.S. help, is going 
full swing. ‘The government also just 
won a new $300-million loan package 
to help stabilize the economy. ‘Thus, 
unless Peronist workers stir serious 
trouble this year, the Frondizi govern 
ment may get the economy humming 
again. 
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Stores Have Green Christmas 


@ Retailers garnered more dollars than ever before 
from holiday shoppers, with gains averaging 3% to 20%. 


@ Even so, some merchants expressed disappoint- 


ment that the increases were not higher. 


@ But most stores are looking forward to 1960, 


expecting to ring up a new sales gain of 4%-5%. 


Retailers this week lifted their glasses 
in a toast: “The consumer, God bless 
him.’” Once more, with few exceptions, 
holiday sales pushed to new peaks. 

A fast survey of some 15. cities 
brought almost unanimous reports of 
gains. Mostly, the gains were not spec- 
tacular 4%, or were men- 
tioned most frequently. In a couple of 
cities, several stores had to be content 
with sales even with last vear, and in- 
dividual gains varied from 0.5% to 
20%. Milwaukee, a standout exception, 
reported over-all gains, but hardly anv 
records. The shopping centers got too 
much of the gravy. But the preponder- 
ant comment came resoundingly: ‘The 
best Christmas and the best vear in 
history. 

Even citics where the steel strike had 
laid a heavy hand pulled through. Pitts- 
burgh—with the added complication of 
a trolley strike—still probably gained 3% 
to + over 1958. Birmingham depart- 
ment stores squeaked ahead with about 
a1% gain, though furniture store sales 
zoomed some 12%, and appliance 
stores between 5% and 8%. 

* Good But Disappointing—Uncasiness 
over the steel picture got the blame for 
gains that failed to measure up to ex- 
pectations in some cities. Cleveland 
stores reported “plenty of muscle” in 
Christmas buving, but stores that had 
hoped for 8% or 9% gains reported 3% 
and +% rises instead. Detroit’s sales 
were “much better than last vear’s”’ 
Federal Revenue figures indicated it led 
the Midwest in department store gains 
—but still not up to hopes. Portland, 
Ore., with increases ranging from +% to 
10%, found some disappointed merch- 
ants who had looked to do better. But 
Portland had its own special trial: a 
newspaper strike. 

If the new records brought disap- 
pointment to some, they brought sighs 
of relief from other quarters. Los 
Angeles, fretting over a slow December 
start, wound up agrecing that it was 
the best Christmas vet. Boston stores, 
while not wildly elated with their mod- 
est gains, still reported that they did 
better than they had expected, with 
downtown sales some +% to 5% ahead, 


and suburban stores 6% to 7% ahead. 
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A Christmas week upsurge pushed Chi- 
cago department stores a bit ahead of 
last vear, appliance stores 15% ahead. 

New York stores, chary with figures, 

chalked up gains at just about all price 
levels, from swish specialty shops such 
as Bergdorf, Goodman to the great de- 
partment stores. Yet here, too, a record 
performance brought divided reactions. 
I. A. O. Schwarz, luxury tov store, was 
a little disappointed despite gains in 
most of its stores. Lord & Taylor’s 
president, Melvin I. Dawlev, on the 
other hand, was glowing. “We reckoned 
on a moderate gain,” he said, “and the 
actuality was twice as good as our esti- 
mate.” R. I]. Macv cited a record vear 
for the corporation, a record vear for 
Macv's-New York with its branches, 
and for the big downtown store. 
¢ Downtown _Profits—Abraham ss & 
Straus made the same point. It was 
happv at an over-all gain, but particu- 
larly happy that its downtown Brooklyn 
store moved ahead. Lord & ‘Vaylor was 
another to cite downtown gains. And 
Boston merchants were pleased that the 
gap between suburban and downtown 
gains was closing. 
e Dreams Come ‘True—Miami was 
frankly lyrical. All the rosv dreams of 
a few weeks ago (BW—Dec.12"59,p25) 
came true. Here, gains of 10% were 
common, with some going to 15%. 
“The finest Christmas we've ever had,” 
department and appliance stores com 
mented. Others echoed relief that the 
tapering off some feared never came. 

A few retailers admit that their in 
ventories are a little heavier than last 
vear. But thev point out that whole- 
sale prices aren’t going down, so their 
inventory will appreciate in value. Few 
saw any prospect of heavy post-Christ- 
mas sales to unload. 

In fact, in several cities—Milwaukce 
and New York, for example—some re 
tailers were bemused bv what they 
described as “fantastic’’ or “‘spectacu- 
lar” sales on the Saturday after Christ- 
mas. ‘Thrifty Milwaukeeans were buv- 
ing Christmas cards, candies, and tovs, 
heavily marked down. Some stores 
advertised big sales for that dav, but 
often the crowds just came anyway. 
¢ Hardgoods Do Well—What sold this 


season? ‘lhe answers cover the water- 
front. Softgoods did very well, reports 
Abraham & Straus, and so did major 
appliances. J. L. Hudson reported that 
appliances and home furnishings held 
up surprisingly well. Several stores re- 
ported a curiosity: Normal year-round 
sellers, which often lag at Christmas, 
kept right on selling through the holi- 
day. Big ticket items—jewelry, furs, ex- 
pensive toys, home furnishings—sold 
strongly. Polk Bros., in Chicago, re- 
ported radios, stereo, hi-fi, and organs 
topped last year. 

Most retailers—though not all—felt 
customers were willing to part with 
more cash per item. Few noticed any 
real price resistance. 
¢ Emphasis on Quality—But all agreed 
on one point: Consumers demanded 
quality—wherever they bought. They 
were equally intent on the unusual, the 
imaginative item. Bloomingdale’s board 
chairman, J. Edward Davidson, credits 
the demand for the different gift with 
the strength of sales of imports. 

Qualitv did not always mean_ the 
extra-plush item. Customers bought 
the functional rather than the tinsel, 
one merchant commented. Most felt 
that this winter’s spending public was 
not in an extravagant mood. “Sure, 
there’s the Texas oil man who is dis- 
appointed because the $350 doll house 
is the best he can buy,” savs F. A. O. 
Schwarz’s president, Philip L. Kirkham. 
“But he’s the exception.” 

But upgrading developed strong early 
in the vear, several retailers point out. 
In fact, one reason Denver gave for dis- 
appointment that Christmas sales rose 
no more than they did was the growing 
upgrading that marked the whole vear. 
There seemed to be less extra splurge for 
gifts. 
¢ 1960 Looks Good—Most retailers 
talk cheerfully of more gains in 1960. 
Rich’s, in Atlanta, for example, with 
a 10% gain for 1959 (counting its new 
Lenox Square branch), expects another 
4% to 5% increase in 1960—and most 
retailers are of a like mind. 

But, like the rest of the economy, 
retailers are working in the shadow of 
stecl. Most of them feel that sales 
gains are pretty sure for the first half 
of next vear. Beyond that, the labor 
picture will tell the story. Some stores 
are already planning on tighter inven- 
tories as a precaution. 

Right now, though, thev are shooing 
that specter away. “If spending fell 
off among those affected bv the steel 
strike” savs a St. Louis department 
store manager, “those in the stock- 
dividend class made up the difference. 
I'm well satisfied with 1959's Christ- 
mas. 
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STEEL negotiators McDonald and Cooper traded accusations at government hearing as . 


Steel Dispute Hopes Fade 


Che Presidential board of inquiry in 
the steel contract dispute resumed pub- 
lic hearings the first of this week—but 
with no real hope of a settlement before 
the start of ‘Taft-Hartley “last offer” 
elections in about 10 days. If anything, 
the parties were frozen more solidly to 
opposed positions than when the board 
last met in October. 

Monday afternoon, a grim-faced Dr. 
George W. Taylor, chairman of the 
three-man public panel, announced that 
his board sees no point in a mediation 
role at this time; it will stick ‘to its 
statutorv role. That is, until after the 
employee voting required under the 
l'aft-Hartley Act, the panel’s activities 
will be limited to fact-finding. 
¢ Fact-Finding—Both sides thought— 
and the industry perhaps feared—the 
l'aylor board would have some new 
tricks up its sleeves for the hearings this 
week, possibly recommendations. If it 
did, it didn’t show them in two davs 
of union and industry presentations on 
the current positions of the parties. It 
limited itself to efforts to cut through 
confusion on what steel employers ac- 
tually are offering steelworkers. 

Union and_ industry spokesmen 
clashed sharply this week over the prof- 
fered terms. Their disagreement was 
marked by anger and bitterness—and 
brought a scarcely veiled threat of a 
new steel strike in late January. 
¢ Union Charges—In the opening day 
of hearings, USW Pres. David J. Me- 
Donald talked of “‘weasel words” in 

ompany offers, particularly those of 
nsurance terms. He criticized the of- 
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fers as “just propaganda documents,” 
and impugned the good faith of the 
companies—charging that they circu- 
lated one set of offers to emplovees, 
placed another before the union. 

¢ Industry Retort—On the second day, 
industry spokesmen led by R. Conrad 
Cooper of U.S. Stcel criticized the 
USW for seeking to impose “even more 
burdensome terms” on the industry 
earlier this month, in the face of “an 
urgent need for a settlement that would 
climinate the economic uncertainties 
arising from the continuation of this 
dispute.” 

¢ Consequences—As a result of the 
new flare-up, union local officials con- 
centrated in Washington last weekend 
were sent home with instructions to 
“work as diligently as you can to roll 
up the biggest vote possible against 
the companies’ last offers.” 

The National Labor Relations Board 
will poll a half-million steelworkers on 
their employers’ settlement terms be- 
tween Jan. 11 and 13, (BW —Dec.19 
"59,p25), provided there is no settle- 
ment before then. 

The United Steelworkers conducted 
its own poll, by postcards, and an- 
nounced this week that 95% of those 
responding voted “no” on the com- 
panies’ terms. 

The USW leadership says it wants 
a “conclusive 99% vote.” 

The industry predicts a “substantial” 
vote to accept the companies’ terms. 
Its campaign to persuade employees to 
vote “yes” in the NLRB polls will be 


stepped up. But, privately, many in 


steel management admit they are less 
confident than they were earlier. 

The NLRB hopes to announce the 

results of the election in mid-January, 
The ‘Taft-Hartley strike injunction is 
due to run out Jan. 26, and USW will 
be free to strike again. 
e Strike Outlook—Wohat’s the outlook 
for a strike then? In Washington, there 
is a conviction—perhaps more a belief- 
that steel will continue to be produced 
after the injunction period. Govern- 
ment people close to the bargaining feel 
that if there is a conclusive vote to re 
ject the companies’ offers, strong efforts 
to compromise the industry provision 
will be more fruitful than thev have 
been up to now. 

The union is even more confident: 
“The bosses will give in,” a spokesman 
said early this week, when asked what 
will happen if the “no” vote is big. 

But what if they continue to hold 
out? McDonald said this: 

“Steelworkers will be free again. But 
let no one assume how they will use 
their freedom. The Taft-Hartley Act 
can tell us when not to strike. It cannot 
tell us when we will strike—or whom. 

Mhat decision will be madc 
when the time comes.” 

Chis received quick interpretation as 
a hint that the union might strike the 
industry piecemeal, in a_ divide-and- 
conquer strategy. ‘This would not be in 
the United Steelworkers tradition, but 
tradition might give way in a struggle 
as big and crucial as the present one. 
Che industry could counter by a com- 
plete shutdown—in effect, a lockout of 
all nonstriking steclworkers. Or, it 
might effectuate a paper mutual aid plan 
by which a struck company would be 
“insured” against strike losses (BW- 
Mavy16'59,p26). 

(he union isn’t worried about a lock- 
out of nonstrikers; those affected would 
be eligible for state unemployment com- 
pensation. It isn’t particularly con 
cerned about the operation of a mutual 
aid plan. It is concerned about the atti 
tude of steelworkers—any group of steel- 
workers—toward another walkout. 

A few days ago the president of a 
large Big Three local admitted that he 
couldn’t be sure of his members’ reac- 
tion to another strike call; thev’re mad 
enough to vote “no” in an election- 
and thev’re more solidly for the union, 
against the company, than when_ bar 
gaining began last spring—but another 
strike would be a very serious step for 
them, the local official said. 

This uncertainty could mean no 
strike, not even a partial walkout, when 
the injunction expires—but a threat to 
walk out at anv time, with or without 
notice, after January if there is a break 
down of further bargaining. Again, this 
is against tradition. Steelworkers have 
never struck in a way that endangered 
company production facilities. 
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In Business 


U.S. Accuses Renault and Peugeot 


Of Fixing Prices, Restraining Trade 


Renault, Inc., and Peugeot, Inc., U.S. subsidiaries of 
French auto companies, were served this week with a civil 
antitrust suit by the Justice Dept. Sixteen distributors 
are also named in the suit, filed in New York. 

According to the Justice Dept., the defendants con- 
spired to stake out exclusive sales territories for 700 
dealers and to fix prices. Retail sales of Renault in 1958 
are estimated at $76-million, of Peugeot $9-million. 

Robert A. Bicks, Justice’s antitrust chief, says the suit 
“should permit Renault and Peugeot to compete more 
advantageously for consumer preference.” 

A Renault official noted that, even after doubling their 
1958 pace, Renault sales in the U.S. make up less than 
2“ of total sales. “Renault and other imported cars,” 
he said, “far from creating monopolistic conditions, have 
stirred up some of the liveliest competition in automotive 
history.” Peugeot also said its “vigorous marketing has 
introduced a healthy trend toward increasing competition 
in the automobile industry.” 


Monsanto and Heyden Chemical Settle Row 
With M. W. Kellogg Over Methanol Plant 


Peace has descended on the methanol (synthetic wood 
alcohol) plant that Monsanto Chemical and Hevden- 
Newport Chemical operate together at ‘Texas City. In 
a joint statement, Monsanto and M. W. Kellogg Co. 
announced that they had settled all differences over the 
plant and were dropping their counter suits. 

Kellogg, a subsidiary of Pullman, Inc., built the $6.5- 
million plant for the chemical companies. Last January, 
Kellogg sued them for $651,000 it claimed was still due. 
The chemical companies fired back with a $9.5-million 
damage suit, claiming “extraordinary and inexcusable 
delays” by Kellogg in building the plant, which, they 
charged, never achieved promised capacity due to faulty 
design. 

In April, the New York State Supreme Court ordered 
the parties to arbitrate their differences, and slapped re- 
straining orders on the suits. ‘The present settlement 
followed. 


Four Cities, Co-op Send Proposals 
On AEC’s 16,500-Kw. Power Reactor 


Four municipalities and one cooperative have sub- 
mitted proposals for construction of a 16,500-kw. pres- 
surized water reactor, in response to the Atomic E nergy 
Commission’s bid of last August. Proposals came from 
Detroit, Miamisburg (Ohio), Fort Pierce (Fla.), James- 
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town (N.Y.), and the Dairyland Power Cooperative, of 
La Crosse, Wis. 

Under the law passed last summer, AEC would build 
a reactor while the municipality or co-op would buy the 
steam, provide turbogenerating facilities, and operate the 
plant. As an option, nuclear superheating could be in- 
stalled to step up capacity to 22,000 kw. 

Gibbs & Hill has been picked as architect-engineer for 
this second round of AEC’s cooperative power demon- 
stration program. 

AEC has also received a joint proposal—unsolicited— 
from Consumers Power Co. of Jackson, Mich., and Gen- 
eral Electric to build a 50,000-kw. boiling water reactor 
for a nuclear power plant at Big Rock Point, Mich. 

CPC estimates the capital costs at $27-million, and 
asks AEC to pay research and development costs and to 
vaive some fuel charges, because of the plant’s value in 
developing later and larger nuclear plants. 


The War for Tire Fiber: Can Rayon 
Match Further Price Cuts by Nylon? 


The new price cuts in nylon tire fiber, initiated by 
du Pont, have raised a major question in nylon’s fight 
with rayon for the big market in original tires for new 
cars: 

Can the rayon suppliers afford many further price cuts, 
if nylon decides its profit margins can stand still further 
slashes? 

In the latest cuts, du Pont was quickly followed by the 
other nylon majors, Chemstrand Corp. and Allied Chem- 
ical, with reductions in the range of 5¢ to 9¢ per Ib. 

Rayon makers hit back at once. Beaunit Mills and 
American Viscose knocked 5¢ a Ib. off the price of ‘Tyrex, 
the rayon cord that is used in original tires for most 1960 
cars. Du Pont, which also makes a rayon cord, cut this 
by 5¢, and all other makers—in both nylon and rayon— 
have no choice but to tag along. The problem is: For 
how many more rounds can they tag? 

Right now, nylon cord, fer both cars and trucks, is 
down to 97¢ per Ib., compared to rayon at 57¢ for cars 
and 50¢ for trucks. But it takes less nylon to do the job— 
1 Ib. as against 1.7 lb. of rayon, according to nylon 
suppliers. 

The trade thinks that the nvlon makers can afford to 
cut deeper than their rivals without going into the red. 
Some rayon makcrs will be able to stay the course, it is 
said, but others are likely to be forced right out of the tire 
business. 


Business Briefs 


Cigarettes and razor blades will share corporate lodg- 
ings, if the merger discussions of Philip Morris and 
A. S. R. Products—formerly American Safety Razor Corp. 
—bear fruit. The proposal would exchange one share of 


Philip Morris for +3 shares of A.S.R. 


What is called Chicago’s biggest rental deal finds 
Swift & Co. signing a 20-vear lease for eight floors of the 
LaSalle-Jackson Building for a total of $20-million. 
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Torrington Needle Bearings 
are available for shafts up 
to 7%” in diameter. Full 
complement of rollers pro- 


be vides highest radial capacity 
Why not put a Torrington for a piven, ozs, speion 
pactness and light weight 
and long service life. They 


Needle Bearing on that large shaft? take @ press fit in a simple 
directly on hardened shatts 


You have everything to gain by applying a large diameter Torrington Needle Bearing Surer enets. ; 
in your heavy duty applications. 

There’s the unusual economy in price and installation cost over other anti-friction 
bearings of comparable size. Simplicity of design of related components saves even 
more. Unequaled capacity for a given cross section, good lubrication and efficient 
anti-friction operation mean long service life. 

These advantages have been proved in performance in tractor bolsters, transmis- 
sions and final drives. In haybaler crank shafts. In power shovels. In heavy duty 
hydraulic pumps and starting motors. In road wheel arms on tanks. Why not talk 
over your application with your Torrington representative? The Torrington Company, 
Torrington, Conn.—and South Bend 21, Ind. 


TORRINGTON BEARINGS 


District Offices and Distributors in Principal Cities of United States and Canada 
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WASHINGTON 
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A BUSINESS WEEK 


SERVICE 


Eisenhower’s programs and policies for his final year as President will 
unfold over the next three weeks. 


You can anticipate the highlights—the direction—while waiting for 
the details to be spelled out in the annual Big Three messages to Congress. 


On the foreign front, emphasis will be on the peace effort—a sort of 
all-out attempt for an East-West understanding, backed by increased 
economic aid to underdeveloped areas. 


Here at home, you will see a shift of emphasis. The big play will’ be 
on the need for economic growth. The inflation danger will be played up, 
too, but it won’t overshadow growth, as it has been doing. 


The State of the Union message, Jan. 7, will express the broad outline 
of what Eisenhower hopes for in the eighth and last year of his Adminis- 
tration. In this, he will drive some new guidestakes on how far he thinks 
the West should go in settling issues with the East. He will spell out in 
more detail his ideas about world disarmament. The message will be a 
policy statement in advance of the coming summit meetings and his 
visit to Russia. Details of domestic policy will come in later messages. 


The budget message the following week will deal with such major 
policies as defense, public works spending, tax hopes, and other domestic 
issues. 


A balance for the 1961 fiscal year, which starts July 1, will be forecast. 
Here’s the advance word on key budget figures: 


Spending will be scheduled at about $81-billion, up from this year’s 
estimated $79-billion. It will reflect a slow rate of rise. 


Receipts will be figured at something over $82-billion—a figure that 
may well turn out to be conservative. Eisenhower doesn’t want to invite 
a drive in Congress to cut taxes. 


Surplus will be forecast at $1-billion plus. This contrasts with the 
deficit of $12.5-billion for the year ended last June 30 and is up a bit from 
the surplus of $1-billion figured for this coming June 30. 


The economic report, according to the present schedule, will be the 
sweep-up for the general program. 


The keynote will be future economic growth. But the responsibility 
for the growth will be left largely with private enterprise, with the govern- 
ment contribution limited chiefly to maintaining a favorable business 
climate. 


Hard money will be defended as necessary to avoid rapid inflation 
(page 61). But there will be reservations keyed to the idea that credit 
restraint should not be pushed to the point where necessary expansion 
is blocked. 


Democrats will come up with a program to the left. It won’t go so far as 
their January, 1959, program, which was keyed to recovery from recession. 
But it will try to picture Eisenhower, and especially Vice-Pres. Nixon, as 
anti-farmer, anti-welfare, and pro-big business. In this, you will see the 
Democrats hunting for a Presidential issue—a hard thing to find when there’s 
peace, even if uneasy, and good times with jobs plentiful. 
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This session of Congress will be fairly short. The Democrats will try to 
close the session by July. 


You will get a noisy session, with most actions taken against the political 
backdrop. But legislation will be very limited. 


Eisenhower’s budget will be 0.K.’d in most respects, after a rather deter- 
mined show in both parties to force economies. 


Taxes won’t be much of an issue. The current corporate rate and the 
Korean excises will be extended another year. Extra highway use taxes to 
finance the interstate road system are doubtful. 


Defense policies won’t be changed materially. Inter-service fighting 
will be intense. But the defense organization is so vast that Congress can’t 
understand what is going on, so will be slow to order changes. 


Foreign aid will be hot. After his Near East tour, the President is con- 
vinced that economic assistance is an essential part of the fight to contain 
Communism. But Democrats see this part of the program backed by the 
Administration as something to be cut. They know it’s out of character for 
them, since they started the business. But they will try to make political hay, 
claiming that cuts of aid abroad can bring tax cuts at home. 


The labor issue is boiling. Neither party wants legislation to end the 
steel dispute. Each is afraid of the consequences. But both sides seem 
reconciled to the fact that if the strike is resumed, Congress must act to 
avoid a real economic crisis. 


Both sides talk of a forced steel settlement—forced by arbitration or 
some other way. The thing to watch for in any legislation on this issue 
is any move to freeze steel prices in a compulsory wage agreement. 


Other labor legislation will be limited to an effort to boost the minimum 
wage from $1 per hour to about $1.25. 


Government interest rates will be an issue. 


Eisenhower still wants the ceiling raised on government bonds. Even 
with a balanced budget for fiscal 1961, the Treasury may well run into 
difficulty. Its problem is in refinancing the billions of maturing obligations. 


The Democrats again will say “no.” With peace in the world and 
prosperity here at home, the out-party is short of issues. Congress leaders 
would like nothing better than to see the Eisenhower Administration run 
into major financing trouble before the general election. 


Politics: Discount Democratic cheers about Rockefeller’s withdrawal 
(page 22). Statements from Senate Leader Johnson, Sen. Sparkman, and 
others that this benefits their party—that it leaves the way clear for an all- 
out attack on Nixon—should be accepted with suspicion. Nixon has been a 
main target for the past seven years, and they haven’t cut him down. Their 
hope had been that Rockefeller would force a bitter fight for delegates, split 
the Republicans, and make the nomination worth little to the winner. 


The outlook at this distance still is for a Nixon victory in November. 
The Democrats will keep the Senate. The House will be close, with the odds 
favoring the Democrats. Net, the prospect is another term of divided gov- 
ernment—Republicans in the Whiie House, the Democrats running Congress. 
Contents copyrighted under the general copyright on the Jan. 2, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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World's Airlines Feud on Fares 


Ihe chase for the international air 
passenger is always a frantic one for 
the world’s airlines. Wooing him, they 
slug it out over a sandwich, the pitch 
of a reclining seat, an extra sightseeing 
stopover, even the bouquet of a wine. 
Ihe result is sometimes a fantastic lav- 
ishing of attention on the traveler. 

Almost always, though, the slugging 
is staged in the plainly roped-off area of 
services. Onlv a few maverick airlines 
tamper with established fare structures 
and make price a competitive weapon. 

I'he reason for this is clear. One 
thing the world’s international airlines 
fear is a rate war. Few carriers are profit 
able as it is; almost all are on subsidy 
(the U.S. lines are exceptions). A rate 
war—fought with an abundance of pas 
senger services and fare slashes—would 
mean lower profits or none at all, and 
subsidies would be more necessarv than 
ever. If the fight got really nasty, 
schedules might even be curtailed: 
Since many carriers are actually agen- 
cies of their governments, thev could 
force rivals out of home territorv. 
¢ Toward War—The result of anv 
such feuding could be a devastated in- 
dustry. Yet todav the international air- 
lines are drifting toward rate war. 

Che drift began in September when 
the annual ratemaking conference of 
the International Air Transport Assn., 
which represents virtually all the lines, 
broke up in a deadlock at Honolulu. 

There have been such deadlocks be- 
fore. But in other vears, new meetings 
were scheduled almost immediatelv af- 
ter a few closed-door sessions. This time, 
no move for a new conference has been 
made. If nothing has been done by 
Mar. 31, when the current set of fare 
agreements expires, rates all around the 
world will automatically be wide open. 

Few in the industry think open rates 


will become a reality. The belief is 
that IATA will first call its traffic 
conference into emergency session or 


attempt to reach agreements through 
its executive committee after private 
talks with the dissenting airlines. 

¢ Greater Discord—What most con- 
cerns observers is that the international 
carriers find themselves less and _ less 
able to agree. They have the power to 
set their own fares, subject only to a 
seldom-used veto by governments, but 
cach year they struggle harder to satisfy 
1] 90 or so members of IATA. 


|. IATA’s Inner Workings 


IATA is unique, intricate, controver- 
sial—and the basic reason why interna- 
tional airlines have avoided a rate war. 

On one hand, it is an industrv asso- 
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ciation that does the things most such 
bodies do. It distributes information, 
provides forums and sets standards of 
safety and service. 

But IATA’s powers go far beyond 
this. As a result of bilateral agree- 
ments among governments, IATA can 
regulate practically every phase of in- 
ternational air travel except licensing 
and route awards. Through an enforce- 
ment committee, it can back a regula- 
tion with a fine as high as $25,000. 
¢ Committees—IATA’s chief legislators 
are its 90 airline members, who con- 
vene once a vear at the general meeting 
and also at such sessions as its traffic 
and technical conferences. Its adminis- 
tration is an elected executive commit- 
tee, headed by a director general. Half 
a dozen other important committees 
enjoy Cabinct-like status. The finan- 
cial committee, for example, set up the 
IATA Clearing House in London, 
through which the airlines clear inter- 
line revenues. 

Another group, the legal committee, 
lays the groundwork for standardizing 
tickets, wavbills, and baggage checks. 
A technical committee and an annual 
technical conference disseminate oper- 
ating information and developments. 
¢ Pegging Rates—IATA’s most contro- 
versial arm is its rate-setting traffic con- 
ference. Technically, there are three 
conferences covering three world traffic 
areas, but all three meet at the same 
time and place cach fall. At any given 
time the trafic conference has in force 
700 or 800 resolutions in three gencral 
areas: standardized documents, ec. g. 
tickets; uniform accounting; and inter- 
national fares and rates, of which there 
are more than 30,000. 

Although IATA likes to compare its 
trafic conference with —ratemaking 
groups in other industries such as ship- 
ping, there are important differences. 
A shipowner can operate whether he 
abides by agreed rates or not. But inter- 
national airlines can be fined by IATA 
for violations. Worse, an offending air 
carrier may find countries limiting the 
frequency of its flights within their 
boundaries. Governments control route 
awards and flight frequency, and in 
many nations the home airline amounts 
to an arm of the government. 
¢ Veto Power—Il'0 pass _ legislation 
within IATA, a vote must be unani- 
mous. So a single airline, regardless of 
its size, can block a resolution. How- 
ever, the weight of the veto sometimes 
depends on who exercises it. 

For instance, the deadlock at this 
year’s Honolulu trafic conference was 
brought on by the hard stands taken by 
British Overseas Airways Corp., one of 


Britain’s national flag carriers. But the 
issues themselves were less important 
than BOAC’s refusal to bargain. A few 
members of IATA complain that only 
a carrier as large as BOAC could dead- 
lock the conference. 

¢ Bickering—Some of the dissension of 
the traffic conference has spilled over 
into other activities of IATA. After the 
general meeting three months ago in To- 
kvo, smaller airlines charged that IATA 
is dominated by such big carriers as 
BOAC, Pan Am, and Trans World 
Airlines. 

Some of the carriers also moan that at 
IATA’s general meeting the real work 
is done in hotel rooms—and that they 
are left out of the rooms. 
¢ Comparative Costs—But criticism of 
IATA is by no means confined to the 
members. Many a U.S. traveler resents 
North Atlantic fares. Commonly com- 
pared is the cost of a transcontinental 
with a transatlantic flight. ‘The round- 
trip economy fare between New York 
and London is $462.50; round-trip jet 
coach between New York and Los An- 
geles is $254.10, including tax. 

Some resentment has built up, too, 
over the wav IATA controls U.S. in- 
ternational lines. Although thev are ac- 
tually U.S. common carriers, their rates 
are regulated not by a U.S. agency, such 
as the Civil Aeronautics Board, but by 
IATA—which one Congressman has la- 
beled a cartel. Selig Altschul, an inde- 
pendent adviser of airlines, points out 
that CAB has only the power to disap- 
prove an international rate; on domestic 
lines, it stringently controls rates. 


ll. Supply Outruns Demand 


But the troubles of the international 
airlines run deeper than the dissension 
around IATA. In fact, it may be that 
the discord is only a symptom of some 
hard facts of airline life. Chief among 
these is the way capacity has con- 
sistently outrun demand. 

Since 1955, the number of seat-miles 
available for sale has increased 48%. 
But sales of these seat-miles have ad- 
vanced only slightly more than 39%. 

Overcapacity could increase even 
more with the addition of jets. A sin- 
gle Bocing 707, for example, can _re- 
place three Douglas DC-7’s because the 
jet has 30 or 40 more seats and higher 
speed, which enables it to make more 
trips with more passengers in the same 
time. This year, only Pan Am and 
BOAC are operating pure jets on the 
North Atlantic run, but by next sum- 
mer 13 of the 17 carriers on the route 
will be jet-equipped. 
¢ More Carriers—The jetliner is only 
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Thanks to competition, the international air traveler almost drowns in services. 


one reason for expanding capacity. Since 
1955, the number of carriers in IATA 
has risen from 73 to 90. In the five 
vears before 1955, only six new airlines 
joined up. 

Usually, an airline gains entry to 
world markets through _ reciprocity 
agreements among governments—under 
which country A’s carrier gets access to 
country B and gives similar privileges 
to the airline of country B in return. 
Vor the world’s biggest airlines, these 
agreements are a headache. The U.S. 
market has been traded again and again, 
since each country served by Pan Am 
or TWA has the right to send its own 
planes to the U.S. But it’s likelv that 
the foreign line gains much more from 
serving the U.S. than Pan Am or TWA 
does from landing in the foreign coun- 
try. Only a few nations offer markets of 
any volume. 

Some airlines, in the U.S. and else- 
where, complain that governments occa- 
sionally make route awards not accord- 
ing to need or public interest, but for 
political motives. 

* Pool Plan—Since governments con- 
trol these awards, though, the only al- 
ternative is to scramble harder. 

Some of the scrambling has meant 
cutting costs by forming pools. Earlier 
this vear, Belgium’s Sabena, France’s 
Air France, Italv’s Alitalia, and Ger- 
manv’s Lufthansa formed Air Union to 
pool equipment, flight schedules, and 
maintenance. Similar though smaller 
arrangements are common. ‘ 
* Merchandising—It is in the market- 
place itself, though, that the scrap is 
particularly lively. The airlines are 
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saturating routes with flights, offering 
passengers more and more for their 
money, and pushing cut-rate charter 
service (BW—Aug.15'59,p26), which 
fills otherwise idle planes. This vear 
TWA is assigning 35 Constellations 
displaced by jets to the booming char- 
ter market. 

One of the airlines’ favorite mer- 

chandising weapons is the extra cits 
stop. SAS, for example, offers its pas- 
sengers a chance to ski in the Swiss 
Alps, swim on the Riviera, and explore 
the North African desert before com- 
pleting a flight for the regular fare be- 
tween New York and Rome. 
e Five Freedoms—The extra-city con- 
cept is particularly irritating to a num- 
ber of airlines, though most of them 
practice it. The reason for their irrita- 
tion stems from the wav most of them 
use the extra city to parlay route awards, 
which are granted according to the so- 
called “five freedoms.” With the first 
of these, an airline can fly over another 
country. The second gives it authority 
to land and refuel there; the third, to 
fly from its own country to country X; 
the fourth, to fly from country Z to its 
own territory. 

The fifth and last of the freedoms 
is the most important: It allows an air- 
line to fly between two points outside 
its own country. This gives a carrier 
with a small market at home, such as 
Holland’s KLM or Belgium’s Sabena, 
a chance to tap some larger markets 
abroad. 

However, some airlines grumble that 
other airlines combine the third and 
fourth freedoms into an extra one: a 


non-existent sixth. ‘The combination 
gives an airline the chance to divert 
trafhc from a carrier with a direct route. 
One example is SAS, which has third 
freedom authority to fly from Copen- 
hagen to New York; and fourth free- 
dom authority to fly from Rome to 
Copenhagen. SAS does not have au- 
thority to fly directly between New 
York and Rome, but nevertheless offers 
flights via Copenhagen. 

To control the sixth freedom, U.S. 
and British carriers are supporting a 
trafic study by the United Nations’ 
International Civil Aviation Organiza- 
tion to show the origin and destination 
of passengers. Such a study, they be- 
lieve, would reveal violations of the 
freedoms and also disclose which car- 
riers rely solely on markets outside their 
own territories. 


lll. Future in Doubt 


ew airline executives care to predict 
the future of international trafic. One 
reason is that most of them think gov- 
cernments will keep on awarding new 
routes and creating new carriers—and 
thus capacity. But as competition stiff- 
ens, more and more extra services will 
appear. Sandwiches served on North At- 
lantic economy flights are alreadv more 
claborate, and drinks are now being sold 
on these thrift runs. Flights will be 
expanded. 

A few observers think pool agrce- 
ments will increase and perhaps eventu- 
ally become real mergers, despite the 
hesitancy of nations to sacrifice their 
identities. SAS is already the flag line 
of three countries: Denmark, Sweden. 
and Norway. Pan Am holds as much 
as 50% interest in 10 other airlines. 
Recently, the Arab League came up 
with a plan to create a Pan-Arab air 
line. Five South American carriers are 
expected to announce a merger that 
would form a single air system in Co- 
lombia, Chile, Ecuador, and Peru. 
¢ More Fireworks—But the world’s 
markets, says airline consultant Sclig 
Altschul, can’t support all the airlines as 
they now stand—not without larger and 
larger subsidies for most of them. ‘Their 
rivalry is bound to spill over into [ATA 
increasingly, especially in the sensitive 
area of fares. Some carriers such as Pan 
Am will be pressing for lower fares to 


build traffic. Smaller lines, many of 
them with  subsidy-granting govern- 


ments peering over their shoulders, will 
tend to resist—especially since the serv- 
ices offered to attract passengers cost 
money. The result can only be more 
and more discord at IATA sessions. 

But the problems of international 
airlines are too much for IATA as long 
as airlines keep proliferating. The real 
problems are the nationalist aspirations 
of countries. Thev’re bevond IATA’s 
ability to contro]. END 
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World's Airlines Feud on Fares 


Ihe chase for the international air 
passenger is always a frantic one for 
the world’s airlines. Wooing him, they 
slug it out over a sandwich, the pitch 
of a reclining seat, an extra sightseeing 
stopover, even the bouquet of a wine. 
The result is sometimes a fantastic lav- 
ishing of attention on the traveler. 

Almost alwavs, though, the slugging 
is staged in the plainly roped-off area of 
services. Only a few maverick airlines 
tamper with established fare structures 
ind make price a competitive weapon. 

Ihe reason for this is clear. One 
thing the world’s international airlines 
fear is a rate war. Few carriers are profit 
able as it is; almost all are on subsidy 
the U.S. lines are exceptions). A rate 
war—fought with an abundance of pas 
senger services and fare slashes—would 
mean lower profits or none at all, and 
subsidies would be more necessarv than 
ever. If the fight got really nasty, 
schedules might even be curtailed: 
Since manv carriers are actually agen- 
cies of their governments, thev could 
force rivals out of home territorv. 
© Toward War—The result of any 
such feuding could be a devastated in- 
lustrv. Yet todav the international air- 
lines are drifting toward rate war. 

Che drift began in September when 
the annual ratemaking conference of 
the International Air Transport Assn., 
which represents virtually all the lines, 
broke up in a deadlock at Honolulu. 

There have been such deadlocks be- 
fore. But in other vears, new meetings 
were scheduled almost immediatelv af- 
ter a few closed-door sessions. This time, 
no move for a new conference has been 
made. If nothing has been done by 
Mar. 31, when the current set of fare 
agreements expires, rates all around the 
world will automatically be wide open. 

Few in the industry think open rates 

will become a reality. The belief is 
that IATA will first call its traffic 
conference into emergency session or 
attempt to reach agreements through 
its executive committee after private 
talks with the dissenting airlines. 
e Greater Discord—What most con- 
cerns observers is that the international 
carriers find themselves less and _ less 
ible to agree. They have the power to 
set their own fares, subject only to a 
eldom-used veto by governments, but 
cach year they struggle harder to satisfy 
ill 90 or so members of IATA. 


|. IATA’s Inner Workings 


IATA is unique, intricate, controver- 
sial—and the basic reason why interna- 
tional airlines have avoided a rate war. 

On one hand, it is an industry asso- 
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ciation that does the things most such 
bodies do. It distributes information, 
provides forums and sets standards of 
safety and service. 

But IATA’s powers go far beyond 
this. As a result of bilateral agree- 
ments among governments, IATA can 
regulate practically every phase of in- 
ternational air travel except licensing 
and route awards. Through an enforce- 
ment committee, it can back a regula- 
tion with a fine as high as $25,000. 
¢ Committees—IATA’s chief legislators 
are its 90 airline members, who con- 
vene once a vear at the general meeting 
and also at such sessions as its trafic 
and technical conferences. Its adminis- 
tration is an elected executive commit- 
tee, headed by a director general. Half 
a dozen other important committees 
enjoy Cabinct-like status. The finan- 
cial committee, for example, set up the 
IATA Clearing House in London, 
through which the airlines clear inter- 
line revenues. 

Another group, the legal committee, 
lays the groundwork for standardizing 
tickets, wavbills, and baggage checks. 
A technical committee and an annual 
technical conference disseminate oper- 
ating information and developments. 
¢ Pegging Rates—IATA’s most contro- 
versial arm is its rate-setting trafic con- 
ference. ‘Technically, there are three 
conferences covering three world traffic 
areas, but all three mect at the same 
time and place each fall. At any given 
time the trafic conference has in force 
700 or 800 resolutions in three gencral 
areas: standardized documents, ¢. g. 
tickets; uniform accounting; and inter- 
national fares and rates, of which there 
are more than 30,000. 

Although IATA likes to compare its 
trafic conference with ratemaking 
groups in other industries such as ship- 
ping, there are important differences. 
A shipowner can operate whether he 
abides by agreed rates or not. But inter- 
national airlines can be fined by IATA 
for violations. Worse, an offending air 
carrier may find countries limiting the 
frequency of its flights within their 
boundaries. Governments control route 
awards and flight frequency, and in 
many nations the home airline amounts 
to an arm of the government. 
¢ Veto Power—Tl'o pass __ legislation 
within IATA, a vote must be unani- 
mous, So a single airline, regardless of 
its size, can block a resolution. How- 
ever, the weight of the veto sometimes 
depends on who exercises it. 

lor instance, the deadlock at this 
year’s Honolulu traffic conference was 
brought on by the hard stands taken by 
British Overseas Airways Corp., one of 


Britain’s national flag carriers. But the 
issues themselves were less important 
than BOAC’s refusal to bargain. A few 
members of IATA complain that only 
a carrier as large as BOAC could dead- 
lock the conference. 

¢ Bickering—Some of the dissension of 
the trafic conference has spilled over 
into other activities of IATA. After the 
general meeting three months ago in To- 
kvo, smaller airlines charged that IATA 
is dominated by such big carriers as 
BOAC, Pan Am, and Trans World 
Airlines. 

Some of the carriers also moan that at 
IATA’s general meeting the real work 
is done in hotel rooms—and that they 
are left out of the rooms. 
¢ Comparative Costs—But criticism of 
IATA is by no means confined to the 
members. Many a U.S. traveler resents 
North Atlantic fares. Commonly com- 
pared is the cost of a transcontinental 
with a transatlantic flight. The round- 
trip economy fare between New York 
and London is $462.50; round-trip jet 
coach between New York and Los An- 
geles is $254.10, including tax. 

Some resentment has built up, too, 
over the way IATA controls U.S. in- 
ternational lines. Although they are ac- 
tually U.S. common carriers, their rates 
are regulated not by a U.S. agencv, such 
as the Civil Aeronautics Board, but by 
IAT A—which one Congressman has la- 
beled a cartel. Selig Altschul, an inde- 
pendent adviser of airlines, points out 
that CAB has only the power to disap- 
prove an international rate; on domestic 
lines, it stringently controls rates. 


Il. Supply Outruns Demand 


But the troubles of the international 
airlines run deeper than the dissension 
around IATA. In fact, it may be that 
the discord is only a svmptom of some 
hard facts of airline life. Chief among 
these is the way capacity has con- 
sistently outrun demand. 

Since 1955, the number of seat-miles 
available for sale has increased 48%. 
But sales of these seat-miles have ad- 
vanced only slightly more than 39%. 

Overcapacity could increase even 
more with the addition of jets. A sin- 
gle Bocing 707, for example, can_re- 
place three Douglas DC-7’s because the 
jct has 30 or 40 more seats and higher 
speed, which enables it to make morc 
trips with more passengers in the same 
time. ‘This vear, only Pan Am and 
BOAC are operating pure jets on the 
North Atlantic run, but by next sum- 
mer 13 of the 17 carriers on the route 
will be jet-equipped. 
¢ More Carriers—The jetliner is only 


BUSINESS WEEK e Jan. 2, 1960 














ie 


O- 


AS 


ld 


at 


10, 
n- 
IC- 


ch 
by 
la- 
le- 
ut 
p- 
tic 





a TERE TE REET 








es /, 






























































py NS 











Thanks to competition, the internationa 


one reason for expanding capacity. Since 
1955, the number of carriers in IATA 
has risen from 73 to 90. In the five 
vears before 1955, only six new airlines 
joined up. 

Usually, an airline gains entry to 
world markets through _ reciprocity 
agreements among governments—under 
which country A’s carrier gets access to 
country B and gives similar privileges 
to the airline of countrv B in return. 
lor the world’s biggest airlines, these 
agreements are a headache. Vhe U.S. 
market has been traded again and again, 
since cach country served by Pan Am 
or TWA has the right to send its own 
planes to the U.S. But it’s likely that 
the foreign line gains much more from 
serving the U.S. than Pan Am or TWA 
does from landing in the foreign coun- 
try. Only a few nations offer markets of 
any volume. 

Some airlines, in the U.S. and else- 
where, complain that governments occa- 
sionally make route awards not accord- 
ing to need or public interest, but for 
political motives. 
¢ Pool Plan—Since governments con- 
trol these awards, though, the only al- 
ternative is to scramble harder. 

Some of the scrambling has meant 
cutting costs by forming pools. Earlier 
this year, Belgium’s Sabena, France’s 
Air France, Italy’s Alitalia, and Ger- 
manv’s Lufthansa formed Air Union to 
pool equipment, flight schedules, and 
maintenance. Similar though smaller 
arrangements are common. 

* Merchandising—It is in the market- 
place itself, though, that the scrap is 
particularly lively. The airlines are 
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! air traveler almost drowns in services. 


saturating routes with flights, offering 
passengers more and more for their 
money, and pushing cut-rate charter 
service (BW —Aug.15°59,p26), which 
fills otherwise idle planes. This veat 
TWA is assigning 35 Constellations 
displaced by jects to the booming char- 
ter market. 

One of the airlines’ favorite mer- 
chandising weapons is the extra city 
stop. SAS, for example, offers its pas- 
sengers a chance to ski in the Swiss 
Alps, swim on the Riviera, and explore 
the North African desert before com- 
pleting a flight for the regular fare be- 
tween New York and Rome. 
¢ Five Freedoms—The extra-citv con 
cept is particularly irritating to a num- 
ber of airlines, though most of them 
practice it. ‘The reason for their irrita- 
tion stems from the wav most of them 
use the extra citv to parlay route awards, 
which are granted according to the so- 
called “‘five freedoms.” With the first 
of these, an airline can flv over another 
country. The second gives it authority 
to land and refucl there; the third, to 
flv from its own country to country X; 
the fourth, to flv from country Z to its 
own territory. 

The fifth and last of the freedoms 
is the most important: It allows an air- 
line to fly between two points outside 
its own country. This gives a carrier 
with a small market at home, such as 
Holland’s KLM _ or Belgium’s Sabena, 
a chance to tap some larger markets 
abroad. 

However, some airlines grumble that 
other airlines combine the third and 
fourth freedoms into an extra one: a 


non-existent sixth. ‘The combination 
gives an airline the chance to divert 
trafic from a carrier with a direct route. 
One example is SAS, which has third 
freedom authority to fly from Copen- 
hagen to New York; and fourth free- 
dom authority to fly from Rome to 
Copenhagen. SAS does not have au- 
thority to fly directly between New 
York and Rome, but nevertheless offers 
flights via Copenhagen. 

To control the sixth freedom, U.S. 
and British carriers are supporting a 
trafic study by the United Nations’ 
International Civil Aviation Organiza- 
tion to show the origin and destination 
of passengers. Such a study, thev be- 
lieve, would reveal violations of the 
freedoms and also disclose which car- 
riers rely solely on markets outside their 
own territories. 


lll. Future in Doubt 


lew airline executives care to predict 
the future of international trafic. One 
reason is that most of them think gov- 
crnments will keep on awarding new 
routes and creating new carriers—and 
thus capacity. But as competition stiff- 
ens, more and more extra services will 
appear. Sandwiches served on North At- 
lantic economy flights are already more 
claborate, and drinks are now being sold 
on these thrift runs. Flights will be 
expanded. 

A few observers think pool agrce- 
ments will increase and perhaps eventu- 
ally become real mergers, despite the 
hesitancy of nations to sacrifice their 
identities. SAS is already the flag line 
of three countries: Denmark, Sweden, 
and Norway. Pan Am holds as much 
as 50% interest in 10 other airlines. 
Recently, the Arab League came up 
with a plan to create a Pan-Arab air 
line. Five South American carriers are 
expected to announce a merger that 
would form a single air system in Co- 
lombia, Chile, Ecuador, and Peru. 
¢ More Fireworks—But the world’s 
markets, savs airline consultant Selig 
Altschul, can’t support all the airlines as 
they now stand—not without larger and 
larger subsidies for most of them. ‘Their 
rivalry is bound to spill over into IATA 
increasingly, especially in the sensitive 
area of fares. Some carriers such as Pan 
Am will be pressing for lower fares to 


build traffic. Smaller lines, manv_ of 
them with subsidy-granting govern- 


ments peering over their shoulders, will 
tend to resist—especiallv since the serv- 
ices offered to attract passengers cost 
money. ‘The result can only be more 
and more discord at IATA sessions. 

But the problems of international 
airlines are too much for IATA as long 
as airlines keep proliferating. The real 
problems are the nationalist aspirations 
of countries. Thev're bevond IATA’s 
ability to control. END 
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Merger Trend Picks Up Speed inTr 


High costs, the difficulties of 
one-man operation, and more 
competition from the rails are 
inspiring many consolidations. 


In the cavernous main offices of the 
l‘irst National City Bank of New York, 
there’s a loan officer who holds what 
could well be the future shape of a 
whole industry encased in a small card- 
file box. Some 140 companies are listed 
on the cards; none is of great size by 
industrial standards. But from among 
them,-in the next 10 or 15 years, could 
come 20 or 30 giants to rule the bulk of 
the trucking industrv. 

Ihe First National City’s man has 
collected the 140-odd company names 
not simply to play a guessing game of 
who will come out on top. He is more 
interested in selecting trucking com- 
panies that can be reckoned good risks 
for bank loans. Some of those he has 
sclected may eventually disappear, 
through sale or merger, to become parts 
of other trucking outfits. Who the 
giants will be a decade hence, he does 
not know. But there’s no dispute that 
the trucking industry is in for a sweep- 
ing consolidation in the next decade. 
his has already begun, and it will go 
on increasingly fast. 
¢ Ryder’s Next Wedding—One of the 
biggest merger plans in the industry 
may come soon. Ryder System, Inc., 
the Florida-based trucking and leasing 
outfit (BW —Apr.11°59,p88), is talk- 
ing merger with Pacific Intermoun- 
tain Express, the fourth largest in the 
industry. This would give Ryder a 
transcontinental truck route and extra 
revenues of almost $48-million, making 
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it the biggest in the industry on the 
basis of last vear’s revenues. 

If Rvder and PIE. work out a merger 
plan, it’s likely it will still be more than 
a vear—and possibly three—before the 
Interstate Commerce Commission de 
cides whether to permit the merger. 
¢ Financiers Brighten—But the prom- 
ise of action is there, and the merger 
plans of Rvder—and of scores of others 
in the trucking business—have prompted 
the sudden interest of bankers, under- 
writers, and investors. Until the last 
couple of vears they've looked askance 
at trucking. Most trucking companies, 
thev felt, were too unstable, too weakly 
managed, too much subject to the 
whims of one-man control. 

Savs one banker: “So far as many of 
us have been concerned, these fellows 
have only just come up out of the grease 
pits. Only a handful qualified for long- 
term loans. But now the attitude is 
changing.” 

The same goes for securities under- 
writers, who have lately helped half a 
dozen truck lines sell stock to the pub- 
lic. “We haven't paid much attention 
to trucking in the past,” savs one un 
derwriter, “but now some truck lines are 
becoming valuable customers, and we're 
out after more of them.” 


|. Defining the Industry 


Not every truck vou see on the high- 
ways is involved in this reshaping of the 
industry—not by a long shot. The truck- 
ing industry means two different things. 
To the railroads, it means a menacing 
monster represented by every truck on 
the road, except for the few that the rail- 
roads themselves operate. But to truck- 


ers, it means a business represented by 
fewer than 10% of the trucks on U.S. 
highways. 

There are 11-million trucks operating 
in the U.S. today. Nearly two thirds of 
that number are in the fleets of manu- 
facturers, distributors, and _ retailers. 
These businesses operate trucks as an 
adjunct to their main occupations; they 
carry their own goods in them. An- 
other 3-million trucks belong to farm- 
ers, and thev too are the in- 
dustry. 
¢ Common Carriers—What’s left are 
about 850,000 trucks operated by some 
17,000 companies. These are the for- 
hire truckers. ‘Though their fleets repre- 
sent fewer than one in 10 of all the 
trucks on the road, they produce more 
than 30% of the work done bv all 11- 
million trucks, and their revenues ar¢ 
better than $6-billion a vear. 

Most of these for-hire truckers ar 
common carriers, who haul freight on 


outside 


fixed schedules over regular routes. 
Only a decade ago there were more 


than 18,000 common carrier truck lines. 
By the end of last vear their number 
had dropped to about 12,000. In the 
same time, business for all the com- 
mon carricrs more than doubled. But 
cnly some 1,200 of them do more than 
$l-million worth of business a veat 


ll. Why Truckers Merge 


Shakeouts like this are no rare thing 
in U.S. industry. Usually, though, 
there’s a technological reason for them: 
a scientific advance that gives a few 
companies in an industry an advantage 
over their competitors. But in trucking, 
technology plays little part in reshaping 
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the industry. The reasons for this 
shakeout are as simple as death and 
taxes and as complex as human nature. 
Trucking as an industry worthy of 
the name is just about one working 
lifetime old. A high proportion, prob- 
ably more than two-thirds, of the truck 
lines operating today started as one- 
man or one-family businesses early in 
the Depression. The men who started 
them are in their 60s now, and thev 
still own and run their own companies. 
Most of the money they have made is 
tied up in their companies. ‘Their stock- 
holders, if any, are likely to include no 
more than a few local businessmen who 
backed them in the past. 
¢ Preparing for Taxes—In hundreds of 
cases their sons don’t want to take over 
the business. And the only way for 
them to prepare to meet the estate tax 


collector’s demands is to sell out or 
merge their lines with others. They 


have been lone operators all their lives, 
unsophisticated in the wavs of man- 
agement, and for thousands of them 
there’s no attraction in running their 
businesses unless they have complete 
control; they would prefer to take their 
money and spend their remaining years 
sitting in the Florida sunshine. 

Fewer than 20 of the top 55 truck 
lines (revenues above $13-million each 
in 1958) are public companies. In 
the next few years more will go public. 
And there will still be some that will 
grow as one-man operations. But time 
and taxes inevitably mean that thou- 
sands more will sell out or merge in 
the next decade. 

* Going It Alone—But almost certainly 
there'll be at least a couple of thousand 
independent truck lines left by the 


BUSINESS WEEK e Jan. 2, 1960 


INTrucking as Rivalries Get Hot 


end of the 1960s. It seems unlikely that 
the trucking business will go exactly 
the way the railroads went 60 and 70 
vears ago, when consolidations wiped 
out hundreds of small railroads. 

Truck lines simply don’t have the 
overwhelming financial needs of the rail- 
roads: ‘They run on the public high 
ways, and the most expensive pieces of 
real estate thev need are sites for one 
terminal in each city thev serve. Some 
truck lines don’t even own their equip- 
ment. They almost everything 
they use: trucks, trailers, terminals. 


leas« 


Short-haul trafic, the bane of the 
railroads, can be a lucrative business 
for truckers, and a one-owner short- 


haul line can produce a good return on 
little capital. 

E.conomics aside, the Interstate Com 
merce Commission must approve ‘any 
merger of truck lines. For vears the 
ICC has rarely prevented these mergers, 
though it has usually taken up to a vear 
and more to give its O.K. But lately 
it seems to be moving more cautiously 
and taking even longer to give its ap- 
proval to major mergers. 

These are some of the factors that 
make it chancy to trv guessing who will 
dominate the trucking industrv a decade 
hence. You can’t even be sure that all 
of the dozen largest companies now in 
the industrv will survive that far ahead. 


Ill. Some Up, Some Down 


The giant of the industry today is 
Consolidated Treightways, Inc., of 
Menlo Park, Calif. It estimates it wound 
up 1959 with a $115-million gross. 

It has bought 20 smaller truck lines 
all of them one-man or family-owned 





companies—in the last three vears, and 
it has applications before the ICC for 
another 13 acquisitions. It has spread 
into Canada, Alaska, Hawaii, and ft 
even has operating rights in Japan and 
the Philippines. One subsidiary char- 
ters ships that carry cargo, in containers 
that can be swung directly from truck 
trailers to holds, from the West Coast 
to Hawaii. Other subsidiaries make 
truck and trailer components and _ re- 
frigeration equipment. These subsidi- 
aries are a growing part of Consoli- 
dated’s business, though  thev _ still 
account for only 15% of its gross. 
e Profitable Short Runs—The heart of 
Consolidated’s operation lies in the web 
of the truck routes in the western half 
of the nation. Consolidated’s route 
map shows its own lines and those of 
truckers it is seeking to acquire stretch- 
ing from coast to coast. It looks, at a 
glance, as if Consolidated could com- 
pete with transcontinental railroads for 
long-haul business. But Consolidated’s 
Pres. Jack Snead, Jr., savs: “We have no 
long-haul dreams because that business 
is just too expensive. From the mo- 
ment one of our trucks leaves a termi- 
nal on a long-haul run, our costs are 
two and a half times as much as a rail- 
road's. And that’s withering compe- 
tition, except in the cases where the 
speed and flexibility of truck transporta- 
tion are desirable enough to warrant a 
premium rate.” 

lor this reason Consolidated’s ac- 
quisitions over the last few vears have 
almost all been designed primarily to 
bring more short-haul business to the 
company. Through this process, the 
average length of Consolidated’s freight 
haul has dropped from 750 to around 


Industries 39 





LOOKED AT YOUR SAFE 


oly’? ¢------ffe 


Take a good look at it—right now if you're 
reading this in your office. Does it have 

an Underwriters’ Laboratorie’s label? If not, 
chances are it’s not safe. In fact it’s a 
potential fire-trap. And 43 out of 100 firms 
losing their records in a fire never reopen. Get 
a Meilink A label safe. There’s no safer 

safe in the whole wide world. At your Meilink 
dealer or write for folder to Meilink Steel 
Safe Company, Toledo 6, Ohio. 


with MsunK ii for oops 


Most complete line of safes and insulated products 












HYDROSCALE 


ON YOUR 
CRANE HOOK 


ALL WEIGHING IS DONE 
ON YOUR CRANE HOOK 


OUTMODES COSTLY CENTRAL 
WEIGHING STATION 





COMPLETE LINE OF 110 { 
MODELS NOW AVAILABLE —, 
TYPICAL WEIGHING ] 
APPLICATIONS a 

Just a few of the many appli- ly cs 
cations include—loading, un- 

loading, batching, check pvt acet 
weighing, foundry charging, FLOOR sP 


production control, process 


control, checking inventory, SAVE MONEY! 
and, protecting your equip- 


HYDROSCALES guaranteed— 


to-be free of defects in workmanship and 
materials, and accurate to Y2 of 1% of the 
maximum dial capacity. 

Write for descriptive literature explaining model features. 





HYDROWAY SCALES, INC. 
31312 Stephenson Hwy. Royal Oak, Mich, 


“The world’s largest producer of crane scales” 


40 Industries 





400 miles. “This,” says Snead, “is the 
service best suited to trucks.” 

Consolidated long ago ceased being 
a one-man operation. ‘Today it has a 
new headquarters building in a San 
Francisco suburb, a staff of grey-flannel- 
suited management men, a $39-million 
line of credit with a svndicate of banks 
at the prime rate plus one-half of 1% 
It is, in fact, a solidly institutionalized 
company in an industry where there are 
not many of this kind. 
¢ Study in Contrast—So is the No. 2 
company in the industry, Associated 
Transport, Inc., of New York. But in 
the last few vears AT’s record has been 
very different from Consolidated’s— 
another sign that trucking is still a 
mercurial business. 

While Consolidated’s net profit has 
been running around 24% of gross 
revenues for the last five vears—just a 
shade under the industry average—AT’s 
has been limping along at less *han 
1%. Once, in 1955, it slumped as low 
as three-tenths of 1% 

For the last two years, AT’s Pres. 
Burge M. Sevmour has been battling 
against this record. In 1958 he wasn’t 
able to change the final result because 
AT had to spend heavily to add equip- 
ment maintenance departments to many 
of its 68 freight terminals. Now, he has 
beaten the trend. AT’s revenues for the 
first nine months of 1959 are up 26%; 
its net turned from a near $80,000 loss 
in the same period of 1958 to more 
than $850,000 profit. 

“We couldn’t cut costs by much,” 
savs Seymour, “‘so we just had to go out 
for more business.” AT will prob- 
ably wind up 1959 with a $70-million 
gross—up 23% from 1958. 
¢ Slipping to 99th—This might look 
like an erratic performance for the No. 
2 company in an industry. But the 
trucking business can produce even 
wilder swings than this. 

Only six vears ago, for example, Riss 
& Co., a Kansas Citv truck line, had 
the third largest trafic volume in the 
industry. It wound up in 1958 in 
99th place; its 1953 revenues of $32 
million had dropped to $9-million. 

Pres. Richard Riss, Sr., blames un- 
fair competition from railroads for the 
whole disastrous decline, and he had 
lodged a $90-million damage suit against 
85 of them, charging they conspired 
to drive him out of business. ‘The rail- 
roads, in turn, filed a $110-million suit 
against Riss, but in mid-November the 
U.S. District Court in Washington 
threw out this case. Riss’ claim—filed 
four and a half years ago—will come to 
trial in Washington next week. 

Since 1953, Riss has cut his work 
force from 2,000 to 600, closed some 
terminals and leased others to other 
truck lines. There have been other 
complications: One of Riss’ sons, Rob- 
ert, Jr., who was president for a short 


time, quit the company, but has lately 
rejoined it. William Dannevik, a former 
BI agent who was a Riss vice-presi- 
dent, also quit in a policy dispute. 
¢ Outside Interests—All stock in Riss 
& Co. is owned by Riss and his sons. 
But the truck line is by no means 
Robert Riss’ only interest. He has per 
sonal assets believed to be worth mor 
than $1-million: a 600-acre luxury hom<« 
development in suburban Kansas City; 
a ranch in Colorado; interests in hous- 
ing developments in Cleveland and 
Baltimore and in citv real estate in 
Philadelphia and New York City. 
Whatever the merits of Riss’ court 
case, his company’s record over the last 
few vears is just the thing to make 
bankers and underwriters move cau 
tiously as they get more interested in 
the trucking industrv. But the bankers 
can console themselves with the thought 
that in the trucking business a com- 
pany can make only the slimmest of 
profits and still be a good loan risk. 
I'ruckers, on the average, renew then 
tractors every four vears and_ their 
trailers everv eight or nine vears; thus 
depreciation generates a lot of cash to 
pav bills even among truck lines that 
barely manage a net profit each vear. 
And the underwriters get their consola- 
tion from the fact that such wild gvra- 
tions don’t happen among the score 
or so of publicly owned truck lines. 
e Dynamic Outfits—The fast movers 
among these include 

e Rvder Svstem, Inc.'s, common 
carrier division, which has spread in the 
last few vears from Florida to Virginia 
and east Texas and now seeks ICC 
permission to acquire routes into Chi- 
cago, Kansas City, and central ‘Texas. 

e Spector Freight System, Inc., of 
Chicago, which has acquired five other 
truck lines in the last five vears and has 
two more acquisition applications be- 
fore the ICC. It expects to wind up 
1959 with a gross of better than $49 
million. 

¢ Roadway Express, Inc., third 
biggest in the ‘business with 1958 rev- 
enues of $51.6-million. It operates out 
of Akron, from there through the Mid- 
west and the East. 

¢ Denver-Chicago ‘Trucking Co., 
the only coast-to-coast truck line. It 
wants to acquire smaller lines along its 
transcontinental route so that it can 
get more short-haul business. 

e McLean ‘Trucking Co., of Win- 
ston-Salem, N. C., runs up and down 
the Eastern seaboard and west to IIli- 
nois, and carries big tonnages of textiles 
and tobacco, food and machinery. 

These lines are among the fastest 
growers in the industry’s top 15. Fur- 
ther down the list there are more truck 
lines that are growing equally fast. Each 
has made mergers and acquisitions in 
the last half dozen years, and compe- 
tition is pushing them on to more, 
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for competition in the whole trans- 
portation business is getting stiffer 
every month. 


IV. New Competitive Climate 


Year after year the truckers have paid 
more and more for jabor, equipment, 
fucl, and licenses. ‘They’re used to this 
pressure. But now something new has 
been added. 

In part, it’s the ‘Transportation Act 
of 1958. It’s also, in part, the slow but 
steadily moving technical development 
of piggvbacking. 

The new transportation act was 
written when it scemed that some of 
the nation’s major railroads were on the 
edge of financial disaster. Congress 
wrote the act with this in mind, and 
gave the railroads more freedom than 
thev have had in vears. ‘The ICC— 
which must approve new rail or truck 
freight rates—took note. 
¢ Whittling Rates—One of the kev 
clauses of the new act says that one car- 
rier’s rates “will not be held up to a 
particular level to protect the traffic of 
any other mode of transportation.” 
Within six months, railroads all over 
the country started cutting — their 
freight rates. They have not been mak- 
ing a general slash, but cutting selec- 
tively on one commodity here, another 
there. By now there have been enough 
of these selective cuts to produce what 
E. V. Hill, president of the Eastern 
Railroads Traffic Executives’ Assn., calls 
a general leveling off of railroad freight 
rates. For most of the last 15 vears 
railroad rates have been going up. 

Setting an official seal on the change, 
ICC Commissioner Charles A. Webb 
has told truckers: “If any of vou are 
overcome by nostalgia for the good old 
davs of soft competition, vou’re in for 
a rude awakening. ‘The new act means 
there’s going to be hard—but fair—com- 
petition.” 
¢ Off on a Spree—One of the first 
moves the new act prompted was the 
“Paint Case.”” One Eastern railroad cut 
rates on paint to 20% below those 
charged by truckers. A couple of vears 
ago the ICC might have dissallowed 
this, but this time ICC passed the rate. 

After that the rails’ rate-cutting spree 
began. From hundreds of manufactur- 
ers the rails are winning freight that 
would otherwise have gone by truck. 
It’s not vet possible to tell how much 
this has been worth to the rails. But 
the trend is established and seems cer- 
tain to continue. 

* Trucking by Rail—Piggvbacking adds 
to the competitive push on the truckers. 
The system of hauling loaded truck 
trailers on railroad flatcars is about five 
vears old and growing fast. It has at 
least four variations. Some railroads 
haul truckers’ trailers; others, like the 
New York Central, haul only their own 
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trailers. A few haul freight generated by 
freight forwarders and shippers’ co- 
operatives, sometimes in railroad-owned 
trailers, sometimes in trailers and on 
flatcars owned by forwarders. 

The first scheme is the one that 
produces most piggyback traffic. Nat- 
urally, it’s the only one truckers approve 
of. But it’s still impossible to tell who 
gets the most benefit out of it. Rail- 
road carloadings gained only 2.4% up 
to mid-December last vear while the 
number of flatcars loaded with trailers 
gained 50%. This might mean that 
through this integration of rail and 
truck transportation, the rails are grab- 
bing a decisive share of the freight 
rates formerly paid only to truckers. 
Some railroad executives say this is so, 
and they point to the overall growth 
of rail freight as proof. It might also 
mean that railroads are simply carrving 
in trailers much freight that formerly 
rode in boxcars. Truckers can point to 
the over-all growth of intercity truck 
freight to prove this. The figures just 
aren’t good enough to settle the issue 
either way. 

But competition is there and it is 
pushing the trucking industrv toward 
more consolidation, which many of the 
companies see as their only way to 
survival. These moves need more 
money than the average truck line has 
to spare, so more and more of them 
must overhaul their management if 
thev're to qualify for long-term bank 
loans and especially to issue stock. 
¢ On Their Side—If the truckers are not 
complacent about the increasing com- 
petition they face, thev’re still not 
deeply scared by it. Many of them 
guess they can swing great weight in 
Congress if the going gets rough for 
the whole industry. As a group they 
have much political power—in the 
House of Representatives, anyway. In 
every Congressional district there are 
probably three or four trucking com- 
panies, and a few hundred voters whose 
jobs are dependent on them. 

Public policy still works for them: 
They are getting benefits in time and 
cost savings through use of those 
stretches of the 41,000-mile interstate 
highway svstem already built, and they 
will get more as the highway construc- 
tion continues. Industry, American 
Trucking <Assns. cconomists forecast, 
will tend to spread along the new high- 
wavs as it once did along railroads. 

The taxes trucks will pay to use 
these new highways have yet to be 
worked out. Not until late this year will 
the Public Roads Bureau give Congress 
its truck tax recommendations. 

By then the railroads, with their 
rate cuts, hope to have changed truck- 
ers’ optimism about the future. By 
then, too, the truckers will be bene- 
fiting from mergers and acquisitions, 
stock sales, and long-term loans. END 
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In Finance 


Where Savings Are Slumping 
1958 1959 


(Net increase in billions of dollars) 


Savings & Loan 


SG. fates «aiigeee $6.7 
Mutual Savings 

a ec cals “ee 2 
Commercial Banks 6.3 3.2 
Reserves of Life 

Insurance Cos.. 4.4 4.6 


Total... .... $18.9-billion $15.9-billion 


Data: Home Loan Bank Board, BW Estimates 


New savings by individuals, which hit a record $18.9- 
billion peak in 1958, dropped to $15.9-billion in 1959, 
as consumers sharply stepped up spending for durable 
goods. Of all savings institutions, onlv savings and loan 
associations—in general paving the highest rates for sav- 
ings—were able to better their 1958 performance to any 
great extent. 

Hardest hit by the slump in individual savings were 
mutual savings banks, which saw their 1958 growth rate 
sliced in half. It was their worst year, in fact, since 1951. 
A big factor in the slowdown in the savings flow to the 
mutuals, of course, was the Treasury’s issue of “magic” 
5% notes that caused many individuals to switch funds 
out of the savings banks, which pav on average a little 
more than 3% for their funds. 

Commercial banks also lost funds to the magic fives, 
but not on the same scale as the mutuals. ‘They lost posi- 
tion in the race for the available savings dollar chiefly 
because of the low over-all rate they pay for savings. In 
1958, the latest period for which data are available they 
only paid 2.3‘, compared to about 3.5% for S&Ls. This 
rate differential, some economists say, is becoming 
increasingly important to savers, and helps explain the 
rash of rate increases by commercial banks during the 
vear. 


Study Shows Mergers Related to Health 
Of the Economy: More During Prosperity 


Strong support for the theory that a fresh spurt in 
merger activity may be under way is found in a new 
study, Merger Movements in American Industry, 1895- 
1956, by Ralph L. Nelson of the National Bureau of 
Economic Research. 

Taking a hard look at the part mergers play in in- 
dustrial life, Nelson concludes that merger activity char- 
acteristically follows business activity, rising in times 
of prosperity and falling in times of recession. ‘Thus, 
he lends backing to those who feel that the recent 
increase in corporate mergers is a forerunner of more 
to come as the business upswing continues. 

However, Nelson also notes significant differences in 
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the U.S.’s three great merger waves. For example, he 
states that the great merger wave of 1898-1902 came about 
essentially through the development of a powerful capital 
market. ‘The second wave in 1926-1930, he says, reflected 
the increasing role of food processing, chemicals, and 
petroleum in industrial activity. Nelson adds that in 
volume and size relative to the business population, the 
postwar merger wave is “smaller than its predecessors and 
has not had comparable effects upon the share of markets 
held by large firms.” 


Two Big Groups Likely to Emerge 
From Shuffle in British Aircraft 


The shake-up in Britain’s hard-pressed aircraft industry 
(BW—Dec.12°59,p16) is taking clearer form. ‘Iwo top 
aircraft companies—the Hawker Siddeley group and the 
De Havilland group—now are engaged in merger talks, 
which would create Britain’s biggest aircraft combine, 
rivaling in size some American aircraft giants. In terms 
of the market prices for the shares to be exchanged, the 
merger involves approximately $42-million. 

The merger announcement follows Hawker Siddeley’s 
offer for Blackburn and General Aircraft, and its take- 
over of Folland Aircraft. From this, it seems clear that 
Hawker Siddeley will be one of the two major airframe 
groups that Aviation Minister Duncan Sandys feels 
should remain in business. 

British aircraft companies have been hard hit by for- 
eign competition, military cutbacks, and their failure 
to hold an early lead in developing commercial jets; 
Sandys feels the industry would be more competitive 
if all the companies amalgamated into two—however 
distasteful that may be to the industry. If Sandys has 
his way, it’s likely the second group would form under 
the Vickers’ wing. 


Finance Briefs 


Thomas M. Evans, chairman of Crane Co., maker 
of plumbing fixtures, continues to expand its size. Crane 
this week voted to acquire the operating assets of 
National-U.S. Radiator Corp., Johnstown, Pa, for some 
$15-million in cash, and the Swarthout Co., Cleveland, 
maker of electronic controls for the petroleum and 
chemical industries (1958 sales: $35-million). This 
brings to five the companies Crane has purchased under 
Evans’ hand; Crane also has bought 10% of the stock 
of Briggs Mfg. Co. with the intent of gaining control 
of the plumbing equipment concern. 


Aldens, Inc., big Chicago mail-order house, last week 
arranged a $23-million private placement with a group 
of insurance companies. The company plans to use the 
funds to finance credit sales, which have been expanding 
faster than its cash business. Previously, Aldens had been 
pledging its receivables with a group of commercial banks 
to obtain financing, but with banks almost loaned up 
(BW—Dec.1959,p52), Aldens has had to go after long- 
term money, which, compared to bank credit, is _rela- 
tively plentiful. 
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A business-building idea! 


Customers like to know their orders are appreciated 
—and they like the personal, man-to-man touch of a 
Long Distance eall. 

Try thanking your customers by phone for their 1959 
orders. We think you'll find it brings you extra business 
throughout the year ahead. 


BELL TELEPHONE SYSTEM 


Long Distance pays off! Use it now.. .for all it’s worth! 





LONG DISTANCE RATES ARE LOW 


Here are some examples: 


Boston to NMG’ York . . . . . . .)) T5e¢ 
Philadelphia to Richmond, Va. . . .  80¢ 
Dallas to New Orleans... . . . $1.25 
Detroit to Miami... ..... . $1.60 
Cleveland to San Francisco . . . . $2.10 
These are day rates, Station-to-Siation, for the first three 
minutes. Add the 10 federal excise tax. 
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MONG Z-ETHYLHERYL ACID ORFHOPHOSPHATE CHLOROMETHYLPNOSPHO) 






TETRASQOMEM PYROPHOSPHATE, ANHYDROUS MONG ISOOCTYL ACID OR 

DICALCIUM PHOSPHATE, STOCK FOOD GRADE MONOCALCIUM PHOSPHATE 

SURFACE ACTIVE PHOSPHORUS COMPOUNDS MONOSODIVM PHOSPHATE. 
PHOSPHATE, ANHYDROUS POTASSIUM POLYMETAPHOS?:| ) 


SODIUM TRIPOLYPH 
DIALKYL CHLOROMETHYLPHOSPHONATES MONOLAURYL ACID ORTHOPH: 
TRISODIUM PHOSPHATE, MONOHYDRATE MONOETHYL ACID ORTHOPHOS 
BENZENE PHOSPHORUS OXYDICHLORIDOE MONOSUTYL ACID ORTHOPHOS?: 
DIALKYL CHLOROMETHYLPHOSPHONATE DICALCIUM PHOSPNATE, ANHYD®: 
MONOCALCIUM PHOSPHATE, HYDRATED DICALCIUM PHOSPHATE. DIHYDRA 
CHLORINATED TRISODIUM -PHOSPHATE BENZENE PHOSPHORUS DICHLORIDE 
* ALKYL & ARYL PHOSPHONATE ESTERS 0} ISOAMYL ACID PYROPHOSPHATE 
DISODIUM PHOSPHATE, OUOHYDRATE CHLOROMETHYLPHOSPHONIC ACID 
TRISODIUM PHOSPHATE, ANHYDROUS DIMETHYL ACID PYROPHOSPHATE ere © 
DISODIUM PHOSPHATE, ANHYDROUS SODIUM TETRAMETAPHOSPHATE 
TETRAPOTASSIUM PYROPHOSPHATE PLANT STARTER SOLUTION MIX 
CHLOROMETHYLPHOSPHONIC ACID MONOMAGNESIUM PHOSPHATE a 
TRICALCIUM PHOSPHATE, VICTOR MONOCALUMINUM PHOSPHATE 
POTASSIUM TRIPOLYPHOSPHATE SODIUM HYPOPHOSPHITE, NF 
SODIUM IRON PYROPHOSPHATE ALUMINUM METAPHOSPHATE 
CARBAMIDE PHOSPHORIC ACiD PHOSPHORUS OXYCHLORIDE 
MONOAMMONIUM PHOSPHATE CALCIUM PHOSPHATE, SF-52 
MONOPOTASSIUM PHOSPHATE CALCIUM PYROPHOSPHATE 
POTASSIUM METAPHOSPHATE PHOSPHATES CASTOR OILS 
MANGANOFERRO PHOSPHATE DIAMMONIUM PHOSPHATE 
PHOSPHORUS PENTASULFIDE PHOSPHORIC ANHYDRIDE 
TRIMAGNESIUM PHOSPHATE IT PAYS.TO SEE VICTOR 
TRIPOTASSIUM PHOSPHATE ’ BOROP 
FERRIC ORTHOPHOSPHATE POLYPH 
HEMISODIUM PHOSPHATE SODIUM H 
FERRIC PYROPHOSPHATE ALUMINUM FO 
Hi CALCIUM PHOSPHATE ’ SODIUM CARBONA 















POLYPHOSPHORIC ACID ALKYL PHOSPHITES 
MONOZINC PHOSPHATE canciee OMAATE A, 
DIPHENYL PHOSPHITE FLEXIQLE EYREX® : 
mernve PARATHION STABILIZER 6162X } 
FERROPHOSPHORUS OUESTERAIAES 
SODIUM FORMATE QUESTEX2 ASW 
Dro ase STABILIZER 53 
VICTAWET® 12 ae ae 
FINE-TEX® 
VICTAMINE C Rep c 
FYREX® cuit 
te PERFE! 
.— VICTAM! 
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VFP-58 
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Phospho 
suits 
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LiMe... 


As you'd expect, flight time is cut on United’s 
all new DC-8 Jet Mainliner. Powerful jet 
engines have a lighter dead-weight load when 
cabin interiors contain lightweight aluminum 

bright dipped in a solution containing Victor 
phosphoric acid. According to United, their de 
signers specified the color and the “bright dip”’ 
finish; and Douglas engineers chose aluminum 
for its strength and light weight. 


You can slash production finishing time, too. 
It takes just seconds in a bright dip bath to 
make aluminum and other metals sparkle. And 
because chemically polished surfaces are so 
easily cleaned, maintenance time tumbles. 


How does Victor phosphoric acid fit into your 
picture? Our technical service department can 
show you quickly. Should you like to get in a 
little groundwork before talking to us, just 
complete the coupon on the back page. You'll 
quickly agree with other pilots in the industry 
—It pays to see Victor. 











V-90 
takes 
the cake... 


Any calorie counter should skip this page! But, 
if your customers go shopping for a product to 
make a variety of desserts, how’s this? Each 
prize winning recipe shown can be prepared 
with a single basic product—self-rising flour 
(containing V-90, of course). The recipes? Why, 
they’re from the best in the business— profes- 
sional home economists. And if you would like 
a free booklet containing 42 prize-winning, self- 
rising flour recipes, fill in the coupon on the 
back page. 

It may surprise you to learn that Victor pro- 
duced the first anhydrous monocalcium phos- 
phate. Of course, our customers in the food 
industry have known this for a long time. They 
know, too, that manufacturing chemical 
leavening agents has been an important factor 
with us since we started in business. Whether 
it’s for the delicately balanced doughnut mixes, 
prepared mixes, or the tailor-made leavening for 
refrigerated doughs, our specialists have had 
a hand in the development of formulations for 
each of these new products. 


If you’ve been thinking about the possibility 
of marketing a new product that requires 
leavening, be sure you see Victor—it pays! 
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Pentasultide 
keeps ‘em 


me 


roving... 


People now travel all over the world faster and 
safer than ever before. One reason is due to the 


lessening amount of maintenance required 
for all engines. Part of the answer? Better 
motor oils. These improved lubricants contain 
important oil additives, many of which are pro- 
duced using Victor phosphorus pentasulfide. 


Victor’s golden yellow, distilled grade was the 
first highly reactive phosphorus pentasulfide 
on the market. According to the experts, our 
customers, “Victor P. S; is the best quality 
available in the chemical market today.” 


Developing phosphorus derivatives that help 


solve a variety of problems is simply a part of 


our business philosophy. So, anytime you’re 
wondering if a phosphorus chemical, formate, 
oxalate, or any other Victor product can help 
you, write, or use the coupon on the back 
page. Our technical service people stand 
ready to offer every assistance, and show you 
swiftly why more than 40 industries say, “/f 
pays to see Victor.” 
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DIVISION OF Sandi tanith 
Stauffer cHemicat COMPANY 
VICTOR CHEMICAL WORKS 
Division of Stauffer Chemical Company 
Box 572, Chicago 90 
[_] Please send samples of the following Victor chemicals: 
[] Our company is in the———___ industry. 
Please send your latest Victafile. / 
(] Please send me a copy of the booklet ‘42 Prize Winning 
Recipes.” 
[] Please send me a copy of your new booklet “If you FEI 
bright dip aluminum.” PHOS 
NAME__ ALKYL 
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SURFACE ACTIVE PHOSPHORUS COMPOUNDS 
MONG-DI ISOAMYL-ACIO ORTHOPHOSPHATE 
DIALKYL PHOSPHOROCHLORIDOTHIONATES 
CHLOROMETHYLPHOSPHONIC DICHLORIDE 
MONO TRIDECYL ACID ORTHOPHOSPHATE TR 
DIALKYL CHLOROMETHYLPHOSPHONATE D1 2-a 
BENZENE PHOSPHORUS OXYDICHLORIDE MONO I 
MONOCALCIUM PHOSPHATE, HYDRATED Di 2-ETHY 
CHLORINATED TRISODIUM PHOSPHATE MONO-DIETHY 
SODIUM HYPOPHOSPHITE, TECHNICAL MONO-DIBUTYL. A 
DISODIUM PHOSPHATE, DUOHYDRATE MONOMETHYL ACID 
TRICALCIUM PHOSPHATE, GRANULAR MONOLAURYL ACID O 
BENZENE PHOSPHORUS DICHLORIDE MONOETHYL ACID ORTHO 
TETRAPOTASSIUM PYROPHOSPHATE MONODECYL ACID ORTHOPH 
PHOSPHATIC FERTILIZER SOLUTION TRICALCIUM PHOSPHATE. GRAN 
DIMETHYL ACID PYROPHOSPHATE DISODIUM PHOSPHATE, ANHYDROUS 
TRICALCIUM PHOSPHATE, VICTOR DICALCIUM PHOSPHATE, DIHYDRATE 
POTASSIUM TRIPOLYPHOSPHATE SODIUM THIOSULFATE, ANHYDROUS 
SODIUM IRON PYROPHOSPHATE DI ISOAMYL ACID PYROPHOSPHATE 
MONOMAGNESIUM PHOSPHATE SODIUM TETRAMETAPKOSPHATE 
MONOAMMONIUM PHOSPHATE DIETHYL ACID PYROPHOSPHATE 
MONOALUMINUM PHOSPHATE CARBAMIDE PHOSPHORIC ACID 
MANGANOFERRO PHOSPHATE PHOSPHORUS HEPTASULFIDE 
PHOSPHORUS PENTASULFIDE CALCIUM PHOSPHATE. SF-5? 
TRIMAGNESIUM PHOSPHATE TRIPOTASSIUM PHOSPHATE 
PHOSPHORUS TRICHLORIDE CALCIUM PYROPHOSPHATE 
BENZENEPHOSPHONIC ACID HEMISODIUM PHOSPHATE 
PHOSPHORIC ANHYDRIDE IT PAYS TO SEE VICTOR 
FERRIC PYROPHOSPHATE METHYL PARATHION 
H! CALCIUM PHOSPHATE ALKYL PHOSPHITES 
IT PAYS TO SEE VICTOR PHOSPHORIC ACID 
BOROPHOSPHORIC ACID ALKYL FORMATES 
SODIUM HYPOSULFITE FLEXIBLE FYREX® 
/ DIPHENYL PHOSPHITE STABILIZER 8162X 
" _ARUMINUM FORMATE STABILIZER 85X 
ANTISTATIC AGENTS QUESTEX® 4SW 
FERROPHOSPHORUS VICTAMUL 118C 
PHOSPHORIC ACID REGENT® 12XX 
ALKYL FORMATES VICTAMUL 24C 
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rand Names are built on the satisfaction of millions of 
B customers. You and your neighbors dictate the standards 
a Brand Name product must meet to consistently deliver the 
value and service you want. 


A respected Brand Name is a manufacturer’s most valuable 
asset and he spares no effort to protect it by constantly 
testing and bettering his product. 


A Brand Name is a maker’s reputation 


BRAND NAMES FOUNDATION, INC., 437 FIFTH AVENUE, NEW YORK 16, N.Y. 








A Brand Name is the maker’s guarantee of satisfaction 
doubly endorsed by the dealer who sells it. 


For dependable quality and consistent satisfaction you will 
do better with the brands you know, get to know those you 
see advertised in this magazine. 


Next time you shop remember, to get the most for your 
money buy by Brand Name and be sure. 
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In Marketing 


Retailer Challenges Constitutionality 


In North Carolina “Fair Trade” Law 


North Carolina’s “fair trade” ruckus has broken out 
again (BW—Nov.21°59,p133). John ‘T. Davis, operator 
of D. & J. Market at Winston-Salem, challenged the 
constitutionality of the “fair trade” law when Union 
Carbide Corp. won a temporary injunction to prevent 
his selling Prestone at below the fair trade price. 

This move stirs up once more the excitement over fair 
trade that broke out over gasoline prices. ‘That ruckus 
has died down. ‘The major oil companies, which had 
gone to fair trade in the heat of a price-cutting battle, 
have abandoned it, and gasoline prices in the area are 
running about normal. 

If Davis’ case gets to the State Supreme Court—as ap- 
pears likely—State Atty. Gen. Malcom Seawell will appear 
as a friend of the court. Seawell questioned the fair trade 
act’s constitutionality during the gasoline price war. 


Atlanta Plans a “Shopping City,” 
Detroit’s Northland to Be Expanded 


North and south, big new centers are in the works. 

In Atlanta this week, developers announced plans for 
a $12-million “shopping city,” to house both a regional 
shopping center and a 300-home residential area, with a 
“serene, parklike atmosphere,” nearby. 

Involved in the undertaking are John C. Portman, Jr., 
architect and president of Atlanta Merchandise Mart, 
whose 22-story mart is now under construction (BW — 
Sep.5'59,p50), and ‘l'rammel Crow, developer behind the 
newly built Dallas ‘Trade Mart and Home Furnishings 
Mart (BW-—Jul. 25°59,p88). 

The necessity for rezoning is holding back leases for 
the moment. But Portman reports “fantastic” interest by 
retailers. He sees no conflict with Atlanta’s new Lenox 
Square since the centers are on opposite sides of the city. 

Meanwhile, in Detroit, plans are cooking to expand 
Northland—the highly successful shopping center spon- 
sored by J. L. Hudson Co.—into a major business center. 
Northland Center Corp., and Halley H. Lipp of Cleve- 
land, are backing an $8-million Northland Towers, adja- 
cent to Northland Center. Tentative plans call for a 
motor hotel, recreation facilities, and—as in Atlanta—a 
“parklike setting.” 
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Seeing Eye Device Slams on the Brakes, 


Foils “Cartnappers” at Supermarkets 


Super Market Controls, Inc., claims it has the cure 
for the serious supermarket loss from the “cartnappers’— 
customers who wheel shopping carts out of a store’s park- 
ing lot and take them home for keeps. 
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Cartnappers themselves regard their sin as venial, 
but for the stores it constitutes a serious drain. No 
national totals of losses are available, but last year super- 
market operators in Detroit figured they were out close 
to $120,000. Operators in the Los Angeles area set their 
losses at around $1.7-million. 

SMC’s control device traps the cartnapper at the exit 
to the parking lot, which is equipped with a magnetic 
actuator which sets off a wheel-locking gadget on every 
passing cart. ‘This effectively foils the usual cartnapper— 
who operates on foot and can hardly stroll down the 
street with a balky cart in his arms. Thievish customers 
in cars can do better. 

Detroit’s Dixfield Super Markets installed the system 
three months ago, and reports that cartnapping has 
virtually ceased. 


Old Store Succumbs in Detroit 


A jarring note marred the Christmas cheer along 
Detroit's retail row. The 77-year-old Ernst Kern Co., the 
city’s third-largest department store, closed its doors 
on Dec. 23. ‘The receiver, John Fry, former president of 
Detroit-Michigan Stove Co., won the night to condvk't 
a going-out-of-business sale on the grounds that Kern’s 
volume was inadequate to justify continued operation. 

A familv store for three generations, Kern’s has been in 
difficulty since 1957. Stock control has shifted several 
times—as has management. 


Computer Handles Army Inventory 


A computer installation that may set new standards 
for inventory control went into operation last week at 
the Army ‘Transportation Materiel Command in St. 
Louis. Based on an IBM 705 III computer, it handles 
more than 1,000 requisitions a day from a $780-million 
inventory. It’s tied in with communications equipment 
that permits punched-card inquiries to be made direct 
from distant domestic supply depots and overseas supply 
agencies in New York, New Orleans, and San Francisco. 
The Army figures it will mean a 50% savings on on-shelf 
inventory—$6-million a vear for the next three years. 


FTC Promotes Crusade Against Deceit 


Federal ‘Trade Commission Chmn. Earl W. Kintner’s 
first “conference on public deception” (BW—Dec.19°59, 
p73) revealed no sensational new deceits being per- 
petrated on the public. But it did prompt the forma- 
tion of a somewhat mild-mannered consumer crusade. 
Various consumer groups attending Kintner’s confer- 
ence called for all representatives of the general con- 
sumer to convene in Washington in February to register 
the consumer’s concern over a host of deceptive prac- 
tices. 
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For things like 

‘ lampshades, room divid- 

ers, decorative panels, 
place mats, coasters, pic- 
ture mats, trays. 


(Start you 
thinking ? ) 









New Decorative Plastics use 


PAPER MADE 
OF GLASS 


Translucent beauty of versatile new 

plastics made by Polyplastex United 

of Union, N. J. comes from a new 

kind of glass reinforcing material... 

made on a paper machine. Riegel 

supplies this new material, Glascel*, 

which Polyplastex impregnates with 

various resins. The result is Parglas* 

and Polylux*, two materials withs 
unlimited design possibilities."™™ + 
Riegel Glascel saturating paper has 

properties, when impregnated, for 

jobs like tube winding, electrical 

laminates, printed circuits and other 
electrical parts. Ask for facts. 


Get the facts today . . . ask for sam- 
ples. Write to Riegel Paper Corpora- 
tion, P.O. 250, New York 16, N. Y. 
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Companies RegroupAr 


@ The limited notion of an export business has grown 
up into a new picture of all functions—production and sales— 
on a worldwide competitive market. 


¢ Foreign competition is stiffer these days, but the 
foreign sales potential has grown, too. 


@ Thus, more and more companies are reorganizing 
to make sure they take the global view of their business, from 
the top men down through the staff ranks. 


“We are on the threshold of develop- 
ing truly world enterprises.” 

That’s the opinion of Gilbert H. 
Clee, McKinsey & Co. management 
consultant who specializes in interna- 
tional problems. 

I’ar faster than most people expected 
even a year or two ago, the idea of a 
worldwide market—with domestic sales 
simply one subdivision of that market— 
is capturing the imagination of U.S. 
businessmen. 

The reasons are obvious: 

¢ Imports have skyrocketed in 
product lines where the U.S. once 
dominated not only domestic but world 
markets (BW—Nov.7'59,p47). As one 
big company executive explained it, 
“We no longer have the edge in the 
traditional American products.” 

e Then, too, markets abroad that 
once were small are growing as for- 
eign consumers become more and more 
affluent (page 70). 

¢ In this country, the great post- 
war growth years are over for the sale 
of many products. The domestic profit 
squeeze, starting in 1950, has turned 
management’s eyes to areas where the 
return on investment 1s greater—ovcr- 
seas. 

¢ Besides this, there is every in- 
dication—from such developments as 
the European Economic Community 
and the Outer Seven (page 17)—that 
foreign countries will continue their 
rapid growth in manufacturing with 
a stability and technical knowhow 
that, to some extent, is new to the 
world industrial scene. 
¢ Global Logistics—All of these events, 
coming together in one point in time, 
are jelling U.S. business thinking about 
the direction that company strategy 
and organization must take. ‘To those 
who have already started the process 
of realigning their companies to fit the 
emerging world-market patterns, the 
direction is clear. 

In consultant Clee’s words: “It all 
comes together in marketing. he U.S. 
company, regardless of its sources of 
supply or its markets, becomes one big 


worldwide distributor. It is a matter 
of central logistical decisions, on a 
global basis.” 
e Change of Heart—Historically, the 
domestic markets have dominated man- 
agement strategy and attention. What- 
ever foreign business there was con- 
cerned either the export managers—who 
were little more than commercial 
technicians—or the foreign subsidiaries, 
each going its separate way with little 
attention from top management. 
Many companies that are now think- 
ing in worldwide terms had easy access 
to overseas sales largely because Ameri 
can technology and production were so 
far ahead of the rest of the world. 
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THE SHAPE 











As General Electric Co.’s James H 

Goss puts it: “We could export at ou 
convenience.” 
e One World—Now all that has 
changed. In adjusting to the new one- 
world industrial age, companies are lift- 
ing management to a new level, form- 
ing a world headquarters to lay out 
coordinated policies for the company’s 
worldwide operations. 

In finance, the top man will have 
to worry about total cash flow, where 
bank accounts should be held in all 
parts of the world, and in what cur 
rencies money should be held. 

Top manufacturing managers will be 
thinking, not in terms of domestic pro- 
duction costs, but of where products 
can be procured or manufactured most 
advantageously for both domestic and 
foreign sales. 

In marketing, the growing worldwide 
concept becomes most vital in order to 
compete effectively. It will no longer 
be practical to have separate, uncoordi- 
nated domestic and international mar- 
keting organizations. Somewhere at the 
top, decisions will be necessary on what 
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is to be made, how it is to be dis- 
tributed, and where the marketing ef- 
fort can be best applied in terms of total 
profit—regardless of geography or po- 
litical bOundary lines. 

¢ Moving That Way—Obviously, this 
major change in managemeftt strategy 
won't come overnight. Some com- 
panies, in fact, have only just arrived at 
some understanding of the marketing 
concept as it applies to the U.S. alone. 
Now they are faced with a still greater 
extension of that idea—getting the right 
goods to the right place at the night 
time at the price customers will pay. 
This time they have to think of the 
total world market. 

Smith-Corona Marchant, Inc, just 
this year established a centralized mar- 
keting organization, under a vice-presi- 
dent, to achieve some kind of over-all 
planning for its office equipment divi- 
sions. Right along with that job, the 
marketing vice-president has the inter- 
national operation reporting to him, 
too. 

Pressure of foreign competition, here 
and abroad, forced Smith-Corona_ to 
make the move. Under the new setup, 
marketing strategy will encompass the 
world. Some products, such as the 
lower-priced portable typewriters, will 
be imported; other equipment will be 
made here and sold abroad. Additional 
facilities abroad will tap more third- 
country markets. ‘The important thing 
is, savs EB. BK. Mead, executive vice- 
president, “We are a world company.” 
¢ By Another Name—In some cases, 
the signs of corporate world-minded- 
ness show up in the change of name 


from “export” division to “interna- 
tional” division. ‘This at least recog- 
nizes the basic fact that world trade 


today is not merely an export program. 

As McKinsey & Co.'s Clee puts it: 
“Companies are first going to have to 
make businessmen out of their export 
managers.” 
* Acquiring Staffs—Prior to the war, 
for instance, Heald Machine Co., 
Worcester, Mass., now a subsidiary of 
Cincinnati Milling Machine Co., had 
an export manager without a_ staff. 
Overseas sales were large—but that’s 
because they were easy. ‘Today, with 
a much smaller part of total sales as 
export, Heald has a fully staffed organi- 
zation, headed by an executive who 
handles both export and domestic inde- 
pendent distributor sales. He's traveling 
akroad, and some of the domestic pro- 
duction people are, too. ‘They come 
back enthusiastic over the market po- 
tential they see—and filled with new 
admiration for the competition. 

“Just as soon as our vice-president im 
charge of sales has gone abroad, ow 
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work around here will be easier,”’ accord- 

ing to Heald’s export chief. 

¢ Raising Status—In more fully devel- 
ed gompanies, where overseas busi- 

ness ~ always been important, the 

international divisign, is being elevated 

to top-level status. 

General Electric is a good example. 
It views what is happening here and 
abroad as a marketing situggion that 
must be met by a continuous evolu- 
tionary clffnge. It is Aeoygaging all 
its management rcopleevcrlisc pri- 
marily concerned with domestic prob- 
lems, to think in world market terms. 

‘Top management has been watching 
the world trends for vears, but this vear 
GE made a major organizational change 
to mect the challenge of a world mar- 
ket. Previously, its international oper- 
ations—exports and non-consolidated 
subsidiaries—were handled by the Inter- 
national General Electric Co. Division, 
reporting directly to the chief executive 
officer. Its Canadian subsidiary, headed 
by a president, also had a great deal 
of administrative independence. 

In its change, GE. took a somewhat 
different tack than Smith-Corona, in 
which the marketing vice-president con- 
siders a sale is no matter where. 

In line with its own organization 
structure, GE added an International 
Group on a level with its Consumer 
Products Group, Electronic, Atomic & 
Defense Systems Group, and Apparatus 
and Industrial Group. The group ex- 
ecutive, James Goss, is a member of 
the top management policy team along 
with Chmn. Ralph J. Cordiner, Pres. 
Robert Paxton, and the other group 
executives. His advisory responsibility 
includes both IGE. and Canadian Gen- 
eral Electric which he once headed. 
¢ Natural Development—Goss hasn't 
been in his new job long enough to de- 
termine just where the organizational 
change will lead the company. So far, 
he has been traveling around the world 
(next stop: South America) with an 
open mind “to sce all of our operations, 
to assess the local situations, and to 
get suggestions.” 

But he thinks what is happening 
is a natural part of the banding-together 
of the free world into one big major 
market. Right now, he sees no likeli 
hood that GE will establish foreign 
sources of goods for import by this 
countrv. He is concerned with mak- 
ing certain that General Electric is 
organized for production and sales in 
the other world markets. 


a sale 


The U.S. is facing an entirely new 
situation, he thinks. We have exported 
capital, designs, manufacturing, and 


marketing knowhow im gencrous quan 


tities since the war. Up to now, most 


companies have thought in those terms. 
“Now,” he says, “we are rather think- 
ing in terms of products.” 

Whatever evolves from GE’s new in- 
ternational setup, two things are clear: 
Goss has the world in his lap, and 
he has a voice directly in the top 
policy-making procedures. 
¢ The Celanese Twist—Celanese Corp. 
is another company that has been 
shifting its organization to achieve a 
worldwide stance. It has always been 
iceply engaged in world trade. But 
Chmn. Harold Blancke says that only 
in the past few years—about the tenure 
of his role as chief executive officer— 
has the idea of a world marketing com- 
pany, with all operations dovetailing, 
crystallized. 

In carrying out some of Blancke’s 
ideas about the direction of U.S. cor- 
porations, Celanese this year created 
Chemeell, Ltd., a Canadian subsidiary, 
to have financial management and co- 
ordination of all Celanese interests out- 
side the U.S. Domestically, it created 
the Celanese Development Co. to 
investigate marketing opportunities 
abroad. One of the duties of its man- 
agement committee, made up of the 
presidents of domestic divisions, is 
counseling executives in overseas trade.* 

At Celanese, attention to world 
trade goes farther down the ladder than 
that. The textile division’s vice-presi- 
dent of marketing, for instance, now 
has the job of counseling the export 
group on marketing problems, though 
his prime job is to push U.S. sales. 

e Prime Interest—In fact, few moves 
today that call for top policy decisions 
are made without the world in mind. 

As the pressure of world competition 
grows, more and more companies will 
hnd themselves forced to organize as 
world management corporations. Yet 
many are still split down the middle, 
with international marketing vice-presi- 
dents at loggerheads with the domestic 
organizations. Many top management 
people are still domestic-minded, even 
when they recognize by the creation 
of a separate international division that 
they can't ignore imports from abroad 
or markets overseas. 

In a Harvard Business Review  ar- 
ticle, Clee set forth his idea of what 
is demanded today: 

“Major revisions in business think- 
ing and methods are needed. Simpl 
stated, the worldwide management 
concept requires a chief executive (1) 
to view his own responsibility as global 
in scope, with the United States one 
division thereof, and (2) to organize in 
such a way that major decisions are con- 
in the light of world 
tions and opportunities.” END 
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rand Names are built on the satisfaction of millions of 
B customers. You and your neighbors dictate the standards 
a Brand Name product must meet to consistently deliver the 
value and service you want. 


A respected Brand Name is a manufacturer’s most valuable 
asset and he spares no effort to protect it by constantly 
testing and bettering his product. 


A Brand Name is a maker’s reputation 


BRAND NAMES FOUNDATION, INC., 437 FIFTH AVENUE, NEW YORK 16, N.Y. 


A Brand Name is the maker’s guarantee of satisfaction 
doubly endorsed by the dealer who sells it. 


For dependable quality and consistent satisfaction you will 
do better with the brands you know, get to know those you 
see advertised in this magazine. 


Next time you shop remember, to get the most for your 
money buy by Brand Name and be sure. 
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In Marketing 


Retailer Challenges Constitutionality 


In North Carolina “Fair Trade” Law 


North Carolina’s “fair trade” ruckus has broken out 
again (BW—Nov.21’59,p133). John T. Davis, operator 
of D. & J. Market at Winston-Salem, challenged the 
constitutionality of the “fair trade” law when Union 
Carbide Corp. won a temporary injunction to prevent 
his selling Prestone at below the fair trade price. 

This move stirs up once more the excitement over fair 
trade that broke out over gasoline prices. ‘That ruckus 
has died down. ‘The major oil companies, which had 
gone to fair trade in the heat of a price-cutting battle, 
have abandoned it, and gasoline prices in the area are 
running about normal. 

If Davis’ case gets to the State Supreme Court—as ap- 
pears likely—State Atty. Gen. Malcom Seawell will appear 
as a friend of the court. Seawell questioned the fair trade 
act’s constitutionality during the gasoline price war. 


Atlanta Plans a “Shopping City,” 
Detroit’s Northland to Be Expanded 


North and south, big new centers are in the works. 

In Atlanta this week, developers announced plans for 
a $12-million “shopping city,” to house both a regional 
shopping center and a 300-home residential area, with a 
“serene, parklike atmosphere,” nearby. 

Involved in the undertaking are John C. Portman, Jr., 
architect and president of Atlanta Merchandise Mart, 
whose 22-story mart is now under construction (BW— 
Sep.5'59,p50), and ‘T'rammel Crow, developer behind the 
newly built Dallas ‘Trade Mart and Home Furnishings 
Mart (BW-—Jul. 25°59,p88). 

The necessity for rezoning is holding back leases for 
the moment. But Portman reports “fantastic” interest by 
retailers. He sees no conflict with Atlanta’s new Lenox 
Square since the centers are on opposite sides of the city. 

Meanwhile, in Detroit, plans are cooking to expand 
Northland—the highly successful shopping center spon- 
sored by J. L. Hudson Co.—into a major business center. 
Northland Center Corp., and Halley H. Lipp of Cleve- 
land, are backing an $8-million Northland Towers, adja- 
cent to Northland Center. Tentative plans call for a 
motor hotel, recreation facilities, and—as in Atlanta—a 
“parklike setting.” 

e ee e 


Seeing Eye Device Slams on the Brakes, 


Foils “Cartnappers” at Supermarkets 


Super Market Controls, Inc., claims it has the cure 
for the serious supermarket loss from the “cartnappers”— 
customers who wheel shopping carts out of a store’s park- 
ing lot and take them home for keeps. 
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Cartnappers themselves regard their sin as venial, 
but for the stores it constitutes a serious drain. No 
national totals of losses are available, but last year super- 
market operators in Detroit figured they were out close 
to $120,000. Operators in the Los Angeles area set their 
losses at around $1.7-million. 

SMC’s control device traps the cartnapper at the exit 
to the parking lot, which is equipped with a magnetic 
actuator which sets off a wheel-locking gadget on every 
passing cart. This effectively foils the usual cartnapper— 
who operates on foot and can hardly stroll down the 
street with a balky cart in his arms. Thievish customers 
in cars can do better. 

Detroit’s Dixfield Super Markets installed the system 
three months ago, and reports that cartnapping has 
virtually ceased. 


Old Store Succumbs in Detroit 


A jarring note marred the Christmas cheer along 
Detroit's retail row. ‘The 77-year-old Ernst Kern Co., the 
city’s third-largest department store, closed its doors 
on Dec. 23. The receiver, John Fry, former president of 
Detroit-Michigan Stove Co., won the right to conduct 
a going-out-of-business sale on the grounds that Kern’s 
volume was inadequate to justify continued operation. 

A family store for three generations, Kern’s has been in 
difficulty since 1957. Stock control has shifted several 
times—as has management. 


Computer Handles Army Inventory 


A computer installation that may set new standards 
for inventory contro] went into operation last week at 
the Army ‘Transportation Materiel Command in St. 
Louis. Based on an IBM 705 III computer, it handles 
more than 1,000 requisitions a day from a $780-million 
inventory. It’s tied in with communications equipment 
that permits punched-card inquiries to be made direct 
from distant domestic supply depots and overseas supply 
agencies in New York, New Orleans, and San Francisco. 
The Army figures it will mean a 50% savings on on-shelf 
inventory—$6-million a year for the next three years. 


FTC Promotes Crusade Against Deceit 


Federal ‘Trade Commission Chmn. Earl W. Kintner’s 
first “conference on public deception” (BW—Dec.19'59, 
p73) revealed no sensational new deceits being per- 
petrated on the public. But it did prompt the forma- 
tion of a somewhat mild-mannered consumer crusade. 
Various consumer groups attending Kintner’s confer- 
ence called for all representatives of the general con- 
sumer to convene in Washington in February to register 
the consumer’s concern over a host of deceptive prac- 
tices. 
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New Decorative Plastics use 


PAPER MADE 


OF GLASS 


Translucent beauty of versatile new 

plastics made by Polyplastex United 

of Union, N. J. comes from a new 

kind of glass reinforcing material... 

made on a paper machine. Riegel 

supplies this new material, Glascel*, 

which Polyplastex impregnates with 

various resins. The result is Parglas* 

and Polylux*, two materials with: 
unlimited design possibilities."™ | 
Riegel Glascel saturating paper has 
properties, when impregnated, for 
jobs like tube winding, electrical 
laminates, printed circuits and other 
electrical parts. Ask for facts. 


Get the facts today .. . ask for sam- 


ples. Write to Riegel Paper Corpora- 
tion, P. O. 250, New York 16, N. Y. 
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Companies Regroup 


@ The limited notion of an export business has grown 
up into a new picture of all functions—production and sales— 
on a worldwide competitive market. 


@ Foreign competition is stiffer these days, but the 
foreign sales potential has grown, too. 


@ Thus, more and more companies are reorganizing 
to make sure they take the global view of their business, from 
the top men down through the staff ranks. 


“We are on the threshold of develop- 
ing truly world enterprises.” 

That’s the opinion of Gilbert H. 
Clee, McKinsey & Co. management 
consultant who specializes in interna- 
tional problems. 

Far faster than most people expected 
even a year or two ago, the idea of a 
worldwide market—with domestic sales 
simply one subdivision of that market— 
is capturing the imagination of U.S. 
businessmen. 

The reasons are obvious: 

¢ Imports have skyrocketed in 
product lines where the U.S. once 
dominated not only domestic but world 
markets (BW —Nov.7'59,p47). As one 
big company executive explained it, 
“We no longer have the edge in the 
traditional American products.” 

e Then, too, markets abroad that 
once were small are growing as for- 
eign consumers become more and more 
affluent (page 70). 

e In this country, the great post- 
war growth years are over for the sale 
of many products. The domestic profit 
squeeze, starting in 1950, has turned 
management’s eyes to areas where the 
return on investment is greater—over- 
seas. 

¢ Besides this, there is every in- 
dication—from such developments as 
the European Economic Community 
and the Outer Seven (page 17)—that 
foreign countries will continue their 
rapid growth in manufacturing with 
a stability and technical knowhow 
that, to some extent, is new to the 
world industrial scene. 
¢ Global Logistics—All of these events, 
coming together in one point in time, 
are jelling U.S. business thinking about 
the direction that company strategy 
and organization must take. To those 
who have already started the process 
of realigning their companies to fit the 
emerging world-market patterns, the 
direction is clear. 

In consultant Clee’s words: “It all 
comes together in marketing. The U.S. 
company, regardless of its sources of 
supply or its markets, becomes one big 


worldwide distributor. It is a matter 
of central logistical decisions, on a 
global basis.” 

e Change of Heart—Historically, the 
domestic markets have dominated man- 
agement strategy and attention. What- 
ever foreign business there was con- 
cerned cither the export managers—who 
were little more than commercial 
technicians—or the foreign subsidiaries, 
cach going its separate wav with little 
attention from top management. 

Many companies that are now think- 
ing in worldwide terms had easy access 
to overseas sales largely because Ameri 
can technology and production were so 
far ahead of the rest of the world. 
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THE SHAPE cr 


As General Electric Co.’s James H. 

Goss puts it: “We could export at ou 
convenience.” 
e One World—Now all that has 
changed. In adjusting to the new one- 
world industrial age, companies are lift- 
ing management to a new level, form- 
ing a world headquarters to lay out 
coordinated policies for the company’s 
worldwide operations. 

In finance, the top man will have 
to worry about total cash flow, where 
bank accounts should be held in all 
parts of the world, and in what cur- 
rencies money should be held. 

Top manufacturing managers will be 
thinking, not in terms of domestic pro- 
duction costs, but of where products 
can be procured or manufactured most 
advantageously for both domestic and 
foreign sales. 

In marketing, the growing worldwide 
concept becomes most vital in order to 
compete effectively. It will no longer 
be practical to have separate, uncoordi- 
nated domestic and international mat- 
keting organizations. Somewhere at the 
top, decisions will be necessary on what 
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is to be made, how it is to be dis- 
tributed, and where the marketing ef- 
fort can be best applied in terms of total 
profit—regardless of geography or po- 
litical boundary lines. 

¢ Moving That Way—Obviously, this 
major change in management strategy 
won't come overnight. Some com- 
panies, in fact, have only just arrived at 
some understanding of the marketing 
concept as it applies to the U.S. alone. 
Now they are faced with a still greater 
extension of that idea—getting the right 
goods to the right place at the right 
time at the price customers will pay. 
This time they have to think of the 
total world market. 

Smith-Corona Marchant, Inc., just 
this year established a centralized mar- 
keting organization, under a_ vice-presi- 
dent, to achieve some kind of over-all 
planning for its office equipment divi- 
sions. Right along with that job, the 
marketing vice-president has the inter- 
national operation reporting to him, 
too. 

Pressure of foreign competition, here 
and abroad, forced Smith-Corona_ to 
make the move. Under the new setup, 
marketing strategy will encompass the 
world. Some products, such as the 
lower-priced portable typewriters, will 
be imported; other equipment will be 
made here and sold abroad. Additional 
facilities abroad will tap more third- 
country markets. ‘The important thing 
is, savs EB. E. Mead, executive vice- 
president, “We are a world company.” 
¢ By Another Name—In some cascs, 
the signs of corporate world-minded- 
ness show up in the change of name 
from “export” division to “interna- 
tional” division. ‘This at least recog- 
nizes the basic fact that world trade 
today is not merely an export program. 

As McKinsey & Co.’s Clee puts it: 
“Companies are first going to have to 
make businessmen out of their export 
managers. 
¢ Acquiring Staffs—Prior to the war, 
for instance, Heald Machine Co., 
Worcester, Mass., now a subsidiary of 
Cincinnati Milling Machine Co., had 
an export manager without a_ staff. 
Overseas sales were large—but that’s 
because they were easy. ‘Today, with 
a much smaller part of total sales as 
export, Heald has a fully staffed organi- 
zation, headed by an executive who 
handles both export and domestic inde- 
pendent distributor sales. He’s traveling 
abroad, and some of the domestic pro- 
duction people are, too. ‘They come 
back enthusiastic over the market po- 
tential they see—and filled with new 
admiration for the competition. 

“Just as soon as our vice-president in 
charge of sales has gone abroad, our 


BUSINESS WEEK e Jan. 2, 1960 


work around here will be easier,”’ accord- 
ing to Heald’s export chief. 

¢ Raising Status—In more fully devel- 
oped companies, where overseas busi- 
ness has always been important, the 
international division is being elevated 
to top-level status. 

General Electric is a good example. 
It views what is happening here and 
abroad as a marketing situation that 
must be met by a continuous evolu- 
tionary change. It is encouraging all 
its management people, even those pri- 
marily concerned with domestic prob- 
lems, to think in world market terms. 

Top management has been watching 
the world trends for vears, but this vear 
GE made a major organizational change 
to meet the challenge of a world mar- 
ket. Previously, its international oper- 
ations—exports and non-consolidated 
subsidiaries—were handled by the Inter- 
national General Electric Co. Division, 
reporting directly to the chief executive 
ofhicer. Its Canadian subsidiary, headed 
by a president, also had a great deal 
of administrative independence. 

In its change, GE took a somewhat 
different tack than Smith-Corona, in 
which the marketing vice-president con- 
siders a sale is a sale no matter where. 

In line with its own organization 
structure, GE added an International 
Group on a level with its Consumer 
Products Group, Electronic, Atomic & 
Defense Systems Group, and Apparatus 
and Industrial Group. The group ex- 
ecutive, James Goss, is a member of 
the top management policy team along 
with Chmn. Ralph J. Cordiner, Pres. 
Robert Paxton, and the other group 
executives. Tfis advisory responsibility 
includes both IGE and Canadian Gen- 
eral Electric which he once headed. 
¢ Natural Development—Goss hasn't 
been in his new job long enough to de- 
termine just where the organizational 
change will lead the company. So far, 
he has been traveling around the world 
(next stop: South America) with an 
open mind “to see all of our operations, 
to assess the local situations, and to 
get suggestions.” 

But he thinks what is happening 
is a natural part of the banding-together 
of the free world into one big major 


market. Right now, he sees no likeli 
hood that GE will establish foreign 


sources of goods for import by this 
country. He is concerned with mak- 
ing certain that General Electric is 
organized for production and sales in 
the other world markets. 

The U.S. is facing an entirely new 
situation, he thinks. We have exported 
capital, designs, manufacturing, and 
marketing knowhow in generous quan- 
titics since the war. Up to now, most 
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companies have thought in those terms. 
“Now,” he says, “we are rather think- 
ing in terms of products.” 

Whatever evolves from GE’s new in- 
ternational setup, two things are clear: 
Goss has the world in his lap, and 
he has a voice directly in the top 
policy-making procedures. 
¢ The Celanese Twist—Celanese Corp. 
is another company that has been 
shifting its organization to achieve a 
worldwide stance. It has always been 
deeply engaged in world trade. But 
Chmn. Harold Blancke says that only 
in the past few years—about the tenure 
of his role as chief executive officer— 
has the idea of a world marketing com- 
pany, with all operations dovetailing, 
crystallized. 

In carrying out some of Blancke’s 
ideas about the direction of U.S. cor- 
porations, Celanese this vear created 
Chemcell, Ltd., a Canadian subsidiary, 
to have financial management and co- 
ordination of all Celanese interests out- 
side the U.S. Domestically, it created 
the Celanese Development Co. to 
investigate marketing opportunities 
abroad. One of the duties of its man- 
agement committee, made up of the 
presidents of domestic divisions, is 
counseling executives in overseas trade. 

At Celanese, attention to world 
trade goes farther down the ladder than 
that. The textile division’s vice-presi- 
dent of marketing, for instance, now 
has the job of counseling the export 
group on marketing problems, though 
his prime job is to push U.S. sales. 
¢ Prime Interest—In fact, few moves 
today that call for top policy decisions 
are made without the world in mind. 

As the pressure of world competition 
grows, more and more companies will 
find themselves forced to organize as 
world management corporations. Yet 
many are still split down the middle, 
with international marketing vice-presi- 
dents at loggerheads with the domestic 
organizations. Many top management 
people are still domestic-minded, even 
when they recognize by the creation 
of a separate international division that 
they can’t ignore imports from abroad 
or markets overseas. 

In a Harvard Business Review ar- 
ticle, Clee set forth his idea of what 
is demanded today: 

“Major revisions in business think- 
ing and methods are needed. Simply 
stated, the worldwide management 
concept requires a chief executive (1) 
to view his own responsibility as global 
in scope, with the United States one 
division thereof, and (2) to organize in 
such a way that major decisions are con- 
sidered in the light of world condi- 
tions and opportunities.” END 
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No Rush to Do It the American Way 


HE universality of management principles has long 

been an article of faith with businessmen. Equally, 
one of the basic beliefs of this age has been that edu- 
cation is a good thing. It is not surprising, therefore, 
that much of the world is apparently convinced that the 
managerial knowhow of U.S. business could and should 
be exported. Why shouldn’t the U. S. secret of success be 
shared for the salvation of the whole benighted world? 

Indeed, missionaries from the high church of Amer- 
ican management have long been preaching and teach- 
ing the true doctrine to the washed ond the unwashed. 
Private and public funds have gladly supported this 
latter-day evangelism, admittedly with the faith 
that what was good for New York or Detroit would be 
good for Santiago, Athens, Tokyo, and way stations. 
And so it may be. 
* How Convincing?—But just what is the condition of 
management in these far-off places? After many years 
of listening to the circuit riders, has international man- 
agement really become a replica of America’s in organ- 
ization, status, skill, or customs? Has, in fact, the 
philosophy of U.S management become the philosophy 
of management around the world? 

Some of the answers are beginning to come in, and 

they are of the utmost significance to the U. S. business- 
man and to his government. For America’s industrial 
organization and its leadership depend so much on 
interacting influences of freedom and justice and democ- 
racy and competition that the world’s acceptance of one 
phase of it would suggest that the world had also moved 
closer to the American pattern in other respects. 
* Surveying the World—With grants of money from 
the Ford Foundation, Massachusetts Institute of Tech- 
nology and Princeton University, Prof. Frederick Harbi- 
son and Charles A. Myers have studied and compared 
management in 11 foreign countries, ranging from rela- 
tively undeveloped India to rather advanced Japan, 
and from the Urals to the Andes. 

Their pioneering book, Management in the Industrial 
World (McGraw-Hill), reports on this sample of the 
managerial world against the yardstick of American 
standard business practice. Their findings show that 
managerially speaking, “East is East, and West is West.” 
Despite being overrun with U.S. foreign aid officials, 
executives, and professors of management, Japan is 
still Japan. And France remains France. Apparently the 
world is not yet one—nor yet won—for U.S. manage- 
ment. 
© What to Measure By—Almost half of the Harbison- 
Myers book is given over to presenting their own theory 
of management. Largely, this is in harmony with the un- 
derstanding that most executives have of themselves and 
their work. However, they arbitrarily rule out the fore- 
man as a member of management—a judgment some- 
what out of line with advanced management thinking. 

True enough, most foremen in the less industrialized 
countries are little removed from the rank and file. But 
to exclude them on this basis is to retreat from what is 
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otherwise a sophisticated view of the management 
process. Foremen in the more retarded societies may 
not have authority commensurate with their responsibili- 
ties, and they may lack social status, but they nonethe- 
less have the job of managing employees. 

¢ Matter of Opinion—But a professional manager will 
raise few questions in the section of the book that com- 
pares international management practices. Here the 
U.S. executive with foreign experience is likely to find 
the authors speaking his own unspoken thoughts. 

Harbison and Myers have had the courage to gen- 
eralize and, unlike the American internationa! business- 
man, they do not have to remember that foreign man- 
agements are possible customers, potential suppliers, 
or colleagues and associates. Life in the foreign divi- 
sion of a U. S. corporation tends to develop diplomats, 
as doubtless it should. Despite their impatience, irrita- 
tion, even acute exasperation in dealing with “native” 
managers—sentiments freely expressed to family and 
friends—the opinions of experienced international man- 
agement men are understandably phrased in bland 
and polite tones when speaking for the record. Harbison 
and Myers can be much more blunt. 

Here are some of their generalizations about foreign 
management: 

INDIA—There are notable 
exceptions, Harbison and 
Myers say, but many Indian 
managements still fall short 
of the standards set by 
advanced management in 
industrial countries. Top man- 
agement of Indian private 
enterprise is “essentially 
patrimonial.” Family, caste, 
and business community con- 
nection are still important. 





Many Indian managements are authoritarian in their 
relationships with subordinates. The typical organiza- 
tion structure is highly centralized and personal. A major 
weakness is ineffective first-line supervision. There is 
relatively little evidence of any “democratic-participa- 
tive’ management in India, though some top managers 
“will talk in these terms for public relations purposes.” 

EGYPT—Egypt has a short- 
age of competent administra- 
tive and managerial man- 
power. The Army, however, 
has provided a new and 
talented source of high-level 
managers, and “in most cases 
their performance has been 
outstanding.” 

Egyptian management has 
shown little regard for human 
rights and human dignity. 





of workers 


Promotion 
to “permanent employee” is based more on “demon- 


strated subordination” than on aptitude. “Employers 
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prefer docile workers.” It is not uncommon for super- 
visors to kick or slap workers for acts bordering on 
insubordination. There is a conviction that “hands de- 
stroy the product,” so management is anxious to use 
labor-displacing machinery. 

CHILE — Management in 
Chile is “largely of the one- 
man-rule variety.” A _ hired 
manager is considered an em- 
ployee—no matter how highly 
placed. Access to key man- 
agerial positions is “usually 
by family connection rather 
than by competence.” Em- 
ployer paternalism is strong 
and is encouraged by govern- 
ment. Management is “like the benevolent but stern 
parent who will tolerate no challenge to his unilateral 
authority.” 

FRANCE—The lack of dynamism in France is due to 
the combination of small size, commercial isolation, and 
lack of internal organization in so many enterprises. 
The director-general “oversees all aspects of the bus- 
iness, the most important of which is to safeguard the 
company for the family succession.” 

Management's attitude toward unions in the plant 
is one of “open hostility reinforced by a woeful lack of 
wisdom in personnel administration.” Organization 
charts simply do not exist. What is characteristic is 
centralization of control. The cleavage between man- 
agement and employees is sharp and clear even in the 
large enterprises; the engineer and the staff employee 
are almost completely excluded from the executive 
level of the business. 

Access to management is 
generally limited to those 
having family ties by heritage 
or marriage, a degree from 
a university or technical in- 
stitution of higher learning, 
or who use the leverage of 
financial interest. Manage-- 
ment is “an already too class- 
conscious and limited elite.” 
And not enough of the man- 
agerial elite are trained in the science of management 
and organization. France is oversupplied with untrained 
supervisors, and schools of business are nonexistent. 

JAPAN—Japanese management is a more exclusive 
and distinct class than most. Enjoying high prestige, 
it attracts the best brains to its ranks, and its “authori- 
tarian ethic” is hardly opposed, for it reflects the tradi- 
tions of Japanese society. Today it is increasing in 
absolute and relative size as a feverish interest in innova- 
tion and progress has led to the increased use of high- 
talent manpower. Yet there is no shortage of recruits 
to management. 

“Today Japan is probably one of the few countries 
which could easily export high-level manpower,” say 
the authors. The real organizational problem involved is 
how to utilize the management talent already employed. 
The problem is one of “managerial indigestion,” caused 
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by an inability to assimilate new personnel and new 
methods. 

The managers are college 
graduates. “Proper educa- 
tional background and sen- 
iority” establish title and 
formal position more than 
the importance of the work 
performed. An executive with 
these advantages but other- 
wise incompetent may be 
shifted to a relatively in- 
significant position where he 
can do little harm, but his title and rank will remain 
the same. Or he may be given one or two bright young 
deputies to do his thinking and work for him. Young 
men in this position “would rejoice in the fact that their 
elders take the credit for their efforts.” 

The ultimate reward for the manager is based more 
upon loyalty, devotion, and contribution to the group 
than upon individual initiative and achievement. With 
a shortage of positions, lifetime membership in a large 
industrial enterprise is a cherished privilege. 

With little decentralization or delegation of authority, 
there is still a kind of participation in all decision-making: 
“Even the top executives seldom take individual respon- 
sibility.” A Japanese manager would rarely meet a 
customer or supplier alone, nor would he presume to 
sign a contract on behalf of the company without long 
prior discussion with his associates. 

The larger enterprises are managed by careerists, 
and Japanese management “probably is as professional- 
ized as that in any other advanced country.” However, 
the overwhelming number of enterprises are family- 
owned and -operated, authoritarian, and paternalistic. 

RUSSIA—A professional managerial elite has 
emerged since the late 1930s. At that time the need 
for a clear chain of command was officially acknowl- 
edged. Today there is “a growing emphasis on practical 
experience and, contrary to Western practice, continued 
neglect of formal managerial training.” 

There seems to be emphasis 
on parallel lines of authority 
with checking and counter- 
checking of management of- 
ficials. The book speaks also 
of “extreme use of incessant 
pressure on management per- 
sonnel to meet explicit short- 
run production goals.” 

In status, prestige, and 
remuneration, however, the 
factory manager stands high. If successful, he is well paid 
and receives production premiums. He has “virtually an 
empire of his own, and he enjoys a standard of living 
second only to a few extraordinarily privileged groups.” 
Yet his control of wages, prices, and production targets 
is relatively slight and indirect—investment decisions and 
annual budgets are likewise determined at a higher 
planning level. 

SWEDEN—Most Swedish enterprises are of small and 
medium size, with owner-management. The law defines 
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keeps the steel blades flying 


Skaters don’t wait for the 
weather these days. From the met- 
ropolitan centers to the small town 
square, the skating rink opens on 
schedule, whenever enough happy 
hearts decide to fly together on the 
magic steel. And steel pipe makes 
it possible. 

Beneath the surface of the rink, 
a refrigerant circulates through a 
network of strong steel pipe. Al- 
most within the time it takes to 
put on a pair of skates, the water is 
frozen to a perfect skating surface. 
And it stays hard frozen, regard- 
less of the air temperature. 


Yes, ice skates are building up 
longer mileage every year, now that 
skating weather is made to order. 
It’s just another example of the 
many kinds of jobs that steel pipe 
can do best. 


STEEL PIPE IS FIRST CHOICE 


Low cost with durability 
Strength unexcelled for safety 
Formable—bends readily 
Weldable—easily, strongly 
Threads smoothly, cleanly 
Sound joints, welded or coupled 
Grades, finishes for all purposes 
Available everywhere from stock 


INSIST ON PIPE MADE IN U.S.A. 


COMMITTEE ON STEEL PIPE RESEARCH 
150 East Forty-Second Street * New York 17, N.Y. 
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the responsibilities and duties of 
the required “managing director,” 
which makes delegation of auv- 
thority difficult. Even some large 
companies are dominated by the 
personality of the managing direc- 
tor. Thus many Swedish concerns 
look understaffed. Government in- 
tervention and trade union power 
have both restricted managerial 
freedom and favored centralization. 

With new top executives in some 
outstanding firms, there have re- 
cently been changes — delegating 
more authority and responsibility to 
subordinate managers and devel- 
oping management skills. Manage- 
ment is thus becoming “more and 
more of a group-command task.” 
The trend from family-dominated 
management toward professional- 
ization is unmistakable. 

Since the war, more of the new 
managers are college graduates, 
and most still come from the high- 
est social class. Some companies 
have also developed special pro- 
grams for training supervisors and 
managers. Graduates of the schools 
of economics and business are in- 
creasingly found in positions of top 
management responsibility in many 
industries. 

The best of Swedish management 
compares favorably with the best 
management anywhere, the authors 
say. “Swedish experience demon- 
strates that as a country improves 
its industrial techniques and moves 
toward economic maturity, _ it 
broadens the scope of the man- 
agerial function, develops a man- 
agerial structure in depth, and 
opens the path to the management 
elite to an everwidening segment 
of the society.” 
¢ Universal Rule—The findings of 
Harbison and Myers demonstrate 
that Henri Fayol, the French indus- 
trialist turned management theorist, 
was right a half century ago when 
he proclaimed the universality of 
management. But he carefully did 
not equate universality with uni- 
formity. 

Plainly, the covntries of the 
world have management—lots of 
it—but it is equally clear now to all 
who read the record that it is still 
far from the American pattern 
either in philosophy or practice. 
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No Easy Cure For Inflation 


@ That's the finding of the Joint Economic Committee's 
staff—and it takes a fat book to explain it. 


@ One point is clear—the economists don’t agree 
with the traditional policies of the Fed or either party. 


@ The report suggests that recent inflation is a new 
kind of problem and needs different handling. 


The Joint Economic Committee of 
Congress this week released what every 
politician in Washington devoutly 
hoped was going to be a manual on 
how to check inflation, get faster eco- 
nomic growth, reduce unemployment— 
all in one easy, vote-catching lesson. 

The politicans will be disappointed 

What the committee published in- 
stead is 488 pages of academic soul- 
searching that comes to no easy solu- 
tion. 
¢ Too Hot to Handle—The report is 
sharply critical of what Congress ‘and 
the Administration have been doing 
about inflation and growth. 

It makes a score or more of specific 

recommendations—but most of them 
are too prickly to be handled by either 
Democrats or Republicans this year. 
e Staff Work—The report is the work 
of the professional staff that was gath- 
ered by the committee last July to take 
a broad look at the interlocking prob- 
lems of growth and inflation. 

Otto Eckstein, staff director, is chiefly 
responsible for the report. The staff 
study is not the last word to come from 
the inquiry. The committee itself, un- 
der the chairmanship of Sen. Paul H. 
Douglas (D-IIl.), will send its own find- 
ings to Congress, perhaps at the end 
of this month. 

If partisan lines are drawn sharply 
enough—and many of the issues are the 
kind that divide Democrats from Re- 
publicans almost automatically—then 
Democrats under Douglas will return 
a majority report, and Republicans un- 
der Rep. Thomas B. Curtis of Mis- 
souri will draw up a separate minority 
report. 


Inflation and Growth 


Underlying the reports is a study that 
both Douglas and Curtis call the most 
comprehensive look at the economy by 
a public body since World War II. 
* Lower Living Standards?—Eckstein 
gives a somber picture of recent eco- 
nomic trends and comes to a pessimistic 
conclusion about the prospects of halt- 
ing inflation. 
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If the economy does not perform 
better in the future than it has since 
1953, we shall have to accept lower 
standards of living or lower our objec- 
tives as a nation, he warns. He believes 
it is possible to speed up growth and 
reduce unemployment, but only if pres- 
ent policies are sharply reversed in key 
areas. 

Using projections prepared by James 
W. Knowles, a member of the commit- 
tee’s permanent staff, Eckstein con- 
cludes that an annual growth rate up to 
4.9% a year over the next 15 vears is 
feasible without changing our economic 
system in any fundamental way. This 
compares with about 3% a year for the 
first 50 vears of this century, and some- 
where around 2.5% for the years since 
Pres. Eisenhower took office. 

But Eckstein accepts some inflation 
as part of this picture. He character- 
izes the report as one aimed at “eco- 
nomic growth with a minimum of in- 
flation.”’ 
¢ Disappointing—Republicans on the 
committee had hoped for something 
stronger than this on inflation, and it 
is likely that Democrats will be dis- 
appointed, too. Douglas, for example, 
said before the inquiry began that he 
was sure there is no basic conflict among 
growth, high employment, and a stable 
price level. Eckstein seems to think 
there is. 

Both the Eisenhower Administration 
and Republicans in Congress have made 
a prime issue out of fighting inflation, 
with their eye on the elections later this 
year. They will reject Eckstein on this 
point—as on a lot of others. 

In the first chapter, for example, the 
report describes the period since Eisen- 
hower took office in 1953 as a time of 
“weakening booms and deepening re- 
cessions,” during which a misguided 
tight-money policy tried in vain to hold 
back prices and succeeded only in slow- 
ing down the rate of economic growth. 
¢ Breaking Idols—Eckstein begins by 
knocking down three ideas about 
growth and inflation that have consid- 
erable political backing: 

e In a direct shot at the Admin- 


istration, he says growth is not stim- 
ulated by taking “even the most vigor- 
ous measures to halt inflation.” He 
describes this idea as the “foundation 
of our present economic policy” and 
says it is wrong because it is based on 
a fallacious and outmoded view of how 
the economy works. 

¢ On the other hand, he says, the 
problem of inflation cannot be solved 
by going to the other extreme and 
stressing all-out expansion. ‘This would 
drive prices up in the most sensitive 
areas, Eckstein warns. 

e Inflation cannot be solved, 
either, by aiming at concentrations of 
market power, he adds. The power of 
some big corporations to influence 
prices, and of unions to push wages up, 
are part of the inflation story but not 
the whole story, he argues. ‘Thus, he 
sees little hope in the type of inquiry 
being pushed by Sen. Estes Kefauver 
(D-Tenn.), which makes administered 
prices the chief inflation villain. 


Controlling Inflation 


As seen by Eckstein and the staff, 
the real causes of recent inflation are 
extremely complex. They consist 
partly of sudden shifts in demand, such 
as the mushrooming of demand for 
productive goods in the 1955 boom; 
partly of the exercise of market power 
that raised some prices and kept others 
from falling, and partly of a shortage 
of some services that resulted in rapid 
price rises. 
¢ Localized Inflation—This is not the 
type of inflation that’s described in 
classical economics—the kind that stems 
from a broad, general excess of demand. 

At one point, Eckstein ticks off the 
seven sectors of recent inflation this 
way: medical care, personal care, and 
rent (in the services); steel and ma- 
chinery (in the production goods cate- 
gory), plus construction and govern- 
ment purchases, chiefly for arms. 

A chapter on monetary policy, pre- 
pared chiefly by Warren L. Smith of 
the University of Michigan, argues that 
general credit restrictions of the type 
followed in recent years are “a mirage 
and delusion.” 

For one thing, he points out, an 
efhcient, sophisticated, and complex 
financial system succeeds in avoiding 
the effects of credit restriction by step- 
ping up the velocity of funds—‘‘getting 
more miles to the dollar.” 
¢ Lucky Failure—General credit con- 
trols also fail, says Smith, to slow down 
the very sectors that show the greatest 
inflationary push, such as plant and 
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Los Angeles Metropolitan Area retail 
sales have sky-rocketed to about $9 bil- 
lion annually. This tops Chicago by $300 
million (according to the 1958 Sales 
Management Estimate). 


From a business standpoint, this is an 
area you ought to know. The best way is 
from first hand inspection, so you can 
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tunities here. 
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added on top of our sunny days and 
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equipment spending by heavy industry, 
inventory buying, and consumer pur- 
chases. 

“It is perhaps just as well that mone- 
tary controls have not been effective,” 
he sums up. “If they had been, the 
result might have been disastrous.” 
¢ Pinpoint Targets—Instead of relying 
on gencral restriction, Smith believes 
studies should be made of direct con- 
trols against the livelier sectors, to be 
applied during periods of rapid expan 
sion. He suggests a number of ap- 
proaches, such as reviving the old sec- 
ondary reserve idea, which would keep 
commercial banks from freely selling 
government securities to raise funds for 
business loans. He also mentions the 
possibility of having higher reserve re- 
quirements for loans that go into the 
inflation sectors. 

All this means “there should be less 

emphasis on raising interest rates as a 
means of restraining demand,” the re- 
port adds. 
e Challenge to Fed—This is in line 
with recent Democratic doctrine, but 
it challenges the central anti-inflation 
strategy of the Eisenhower Administra- 
tion and the Federal Reserve Board 
under William McC. Martin, Jr. 

On the issue of the 44% ceiling on 
long-term government bonds, the report 
undercuts the Democrats. Democrats 
oppose lifting the ceiling, as requested 
last year by Eisenhower. But Eckstein 
and Smith brush it off as an arbitrary 
limitation that should be repealed. 

As another means of easing debt man- 
agement, the report suggests the Fed- 
eral Reserve might abandon its practice 
of lowering reserve requirements when 
it wants to expand the credit base, in 
favor of a policy of buying Treasury 
securities on the open market. 


Ill. Spurring Growth 


A chapter prepared chiefly by Nor- 
man B. Ture of the committee's per- 
manent professional staff makes a case 
for more stress on fiscal policy in seek- 
ing both stability and faster growth. 
The report recommends that Congress 
abandon its traditional rush to increase 
spending whenever a recession sets in— 
long a favorite device of Democrats. 
Instead, tax cuts are backed as the best 
way of ending a slump. In the 1957-58 
recession, both the Administration and 
the Democratic leaders of Congress re- 
fused to back tax reduction. 

In another challenge to Democratic 
fiscal tradition, Ture argues that sub- 
stantial budget surpluses during booms 
are a useful device to create additional 
savings by reducing the public debt, 
thus to promote growth. The Adminis- 
tration is pushing a drive now to pro- 
tect what it hopes will be a sizable 
surplus in fiscal 1961, with this purpose 
in mind. END 
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A new U.S. government program to push American exports is in the 
works in Washington. The goal, of course, is to improve the U.S.’ inter- 
national payments position (page 17). 


The new program is under the wing of the National Advisory Council. 
Details now are being worked out by interagency committees. The plan, 


initiated by Asst. Secy. of Commerce Henry Kearns, may go to Congress 
in about two months. 


The key part of the export program is a government-sponsored export 
credit insurance system such as Britain and West Germany have. This would 
be used to insure short-term export credits. The Export-Import Bank doesn’t 
handle this kind of business. 


The program also calls for a complete revamping of U.S. commercial 
representation abroad—taking the commercial consulates out of the State 
Dept.’s Foreign Service and putting them back under Commerce. 


In addition, there would be a government campaign at home to encour- 
age U.S. companies to export more and to improve sales methods abroad. 
There’s even talk of exempting export trade associations from some pro- 
visions of the antitrust laws that now limit their activities. 


The whole package is far from final at this point. Secy. of the Treasury 
Robert Anderson is reported to favor an export credit insurance system. In 
a speech this week to the American Economic Assn., Anderson indicated 
that further government action would be needed to lick our balance of 
payments problem. 


Under Secy. of State C. Douglas Dillon apparently goes along with 
the new program, except for the idea of taking U.S. commercial representa- 
tives out of the foreign service. But Samuel Waugh, president of Ex-Im 
Bank, is said to oppose the idea of export credit insurance. 


Kearns has made no bones of his views on what is wrong with U.S. 
exports. Prices, he said recently, are not the villain. Instead, he thinks it is 
the fact that short- and medium-term credit facilities available to U.S. 
exporters are not competitive. He also blames antiquated distribution setups, 
and a failure of U.S. businesses to uncover and take advantage of potential 
export markets. 


The program no longer is just a Commerce Dept. plan. Officials work- 
ing on it say they have been charged with hammering out a compromise 
that the Administration as a whole can support. 


A new phase in East-West relations starts in 1960. It will involve nego- 
tiations at many levels, stretching out indefinitely. 


At the technical level, U.S.-Soviet talks on settling World War II lend- 
lease obligations start this month—talks that could lead to more normal 
trade relations. Negotiations on a nuclear test ban are to be resumed 
soon. Disarmament talks, across the board, will begin in March. 


At the top level, Premier Khrushchev visits Paris in April, and the 
long-delayed East-West summit meeting now seems set for mid-May. Pres. 
Eisenhower will go to Moscow in June. After that, a breather in top-level talks 
is likely until a new U.S. President is installed—although you can’t entirely 
rule out another summit meeting in the late fall. 
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Agreement on this complex negotiating schedule suggests that both 


JAN. 2, 1960 East and West are committed to keeping tension low—even if that means 
. little more than talking the cold war to death. 


Settlement of major East-West issues obviously will be hard to achieve. 
The balance of power between the two sides is so narrow that it limits the 
area for compromise. Neither feels weak enough to be forced to make big 
concessions—oi strong enough to make showdown demands on the other. 


Khrushchev is in no mood to give much away. He feels that the U.S.S.R. 
has gained in relative strength and should have concessions from the West— 
notably acceptance of the Soviet position in Eastern Europe. But the Soviet 
Premier appears willing to bide his time. He probably is betting that a long 
period of relaxed tension, even without major Western concessions, will 
further strengthen the position of the Soviet bloc. 


The West, too, prefers to talk rather than face renewed tension. But 
the West is divided on its approach, Washington and London favoring one 
tack and Bonn and Paris favoring another. In the end, this division in the 
West couid give Khrushchev the bargaining advantage. 





Pres. de Gaulle and Chancellor Adenauer see negotiations with Khrush- 
chev essentially as a useful stalling tactic to preserve the status quo. They 
don’t see any chance of an accommodation with Moscow either on Berlin 
or on disarmament. Eisenhower and Prime Minister Macmillan see more 
need—and more hope—for gradual accommodation on East-West issues. 
They want to tie Khrushchev down to concrete agreements that will limit 
his freedom for political maneuver and set the stage for genuine arms 
control. Otherwise, they fear that the Soviet Union will emerge from a 
long period of superficial harmony in a still stronger position. 


Washington soon will come up with new arms control proposals designed 
to tempt Khrushchev into taking disarmament seriously. Details still are 
secret, but there will be more emphasis on actual disarmament and less on 
inspection and control. The U.S. also may propose progressive stockpiling 
of nuclear weapons under international control, perhaps even a start toward 
a United Nations police force. 


Even if these proposals get nowhere, a nuclear test ban still looks like 
something to which both sides could agree. This week, however, Pres 
Eisenhower had to put some pressure on Moscow. He decided not to con- 
tinue the formal U.S. suspension of nuclear tests, but only to guarantee we 
would give advance notice of any new ones. 


Washington is betting that Khrushchev will come to terms on a lend- 
lease settlement. In return for this, he could count on a relaxation of U.S. 
trade controls that now limit both our exports to the U.S.S.R. and our 
imports from that country. 


To settle lend-lease, Washington apparently is ready to split the differ- 
ence between the $800-million we demanded during the last round of 
lend-lease talks and the $300-million that was offered by Moscow at that 
time. 


Meanwhile, a group of U.S. textile machinery producers has signed a 
$20-million contract to supply the equipment for a large new Soviet textile 
plant (page 69). 
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FOR INDUSTRY... 


Surveillance — an all-important part of supervision 

and control in business, industry and science today. 

Du Mont Industrial Television is employed in hundreds of 
installations throughout the country, and proving its 
performance, savings and reliability every day. Factories, 
banks, railroads, super-highways, chemical processes 
and hospitals are but a few of the applications 

for saving money and time of personnel. 


Du Mont Industrial Television affords complete 
versatility for expansion or modification at any time. 
The equipment is sold, installed and serviced by local, 
competent, factory-trained contractors in all major market 
areas. Chances are Du Mont Industrial Television Susveliiance in industry . . . Du Ment industriel 
. s Television permits a single, responsible operator 
can do exactly what you want in your business to oversee huge 400’ roller hearth furnace. 


or endeavor. Get all the details and decide. 


FOR THE MILITARY... 


Du Mont Military Electronic Operations specializes in televison 
systems to meet military needs. Miniaturized and ruggedized systems 
employing image orthicons, vidicons, and dissectors are being 
designed or produced for applications from underwater to space. 
a Typical Du Mont systems are capable of operation under starlight 
-<° conditions or for providing extremely high resolution (8000 lines). 


=.< Du Mont Military Electronics offers the capabilities of five 
<< systems laboratory groups, all integrated for concept, 
~~ design and development of surveillance systems. Precise and skilled 
production facilities assure delivery of approved 
equipment on schedule. 


Allen B. Du Mont Laboratories, Inc. Dept. BPR-2 
750 Bloomfield Ave., Clifton, N. J. 
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Engineers interested in employment 
opportunities at DuMont—contact 


ndustrial Relation Department ALLEN B. DU MONT LABORATORIES, INC., CLIFTON, N.J., U.S.A. DEPT. BPR-2 
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Litton Industries is one of 


many companies now importing 
A components, finished goods from 
KASSARESISTER 


overseas affiliates. 


In mid-November, Litton Industries, 
Inc.—West Coast clectronics and office 
machine company—went far afield to 
Sweden to buy control of Svenska Data- 
register AB. Litton’s main goal: to sell 
Svenska’s Sweda cash registers through 
the 325 U.S. outlets of Monroe Calcu- 
lating Machine (pictures), another Lit- 
ton subsidiary. 

Two weeks ago, Hoover Ball & Bear- 
ing Co., Inc.—auto supplier headquar- 
tered in Ann Arbor, Mich.—opened 
a special warehouse and subassembly 
plant in New Jersey. Hoover’s aim: to 
process foreign components imported 
from its recently acquired Japanese li- 
censee and from two other companies 
in Italy and Britain. 
¢ Sales Booster—These moves point up 


SVENSKA FACTORY, located in Stockholm suburb, employs 1,500 workers. Even before 
it was acquired by Litton, Svenska sold about 40% of its output in U.S. market. 
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SHIPMENT of Sweda cash registers, manufactured by Svenska 
Data-register, is packaged and Jabeled for delivery to U.S. cities. 


x 


CLOTHING STORE in New York is among buyers of Sweda 
registers. Svenska will sell through both its own and Litton outlets. 


tep Up Foreign Sourcing’ 


a little-publicized but growing trend in 
foreign operations of U.S. companices— 
the purchase or production overseas of 
finished goods and components for ex- 
port back to the U.S. For most com- 
panies, it’s a new angle for boosting 
sales. 

Western Europe and Japan are the 
two key places where U.S.-afhliated 
plants are feeding products and _ parts 
to the U.S. Burroughs for years has 
been exporting calculators to the mar- 
ket here from its Scottish plant; now 
it’s making ready to ship 10-kev adding 
machines from a new plant in north- 
west France. Argus Cameras, subsidiary 
of Sylvania, has been importing light 
meters and folding flash guns—the latter 
from Japan. 

To a smaller extent, Latin America 
is getting into the act. Mexican sub- 
sidiaries of Motorola, Majestic, and 
Lenkurt Electric ship condensers, 
acrials, and small radios to the U.S. 
Down in Brazil, Sao Paulo’s booming 
auto industry is talking exports. Willys, 
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for instance, may ship Renault Dau- 
phines—now produced in its plant— 
to the U.S. 

¢ Familiar Strategy—There’s no secret 
why U.S. industry is doing this. It’s 
basically an answer to increased compe- 
tition from foreign imports. The theory 
-certainly not a new one—is: If you 
can’t beat ‘em, join ’em. Foreign im- 
ports have hurt some industries, or even 
product lines within an industry, more 
than others. But you get an idea of the 
trouble from last vear’s import figure— 
a total $15-billion, up roughly $2-billion 
from 1958. 

Still, other factors besides foreign 
competition are plaving a role. By im- 
porting from foreign plants, companies 
can fill out product lines. They also 
can introduce new products more 
quickly. And, then, the high-quality 
craftsmanship in some foreign products 
is a lure to companies considering im- 
ports. 

Foreign-trade experts in the Com- 
merce Dept. expect the trend to grow. 


As one sign that the trend has caught 
on, businessmen now refer to imports 
from foreign plants as “sourcing’—a 
term that until recently referred to 
company purchases from a domestic 
supplier. 

So far, the dollar value of these im- 
ports by U.S. manufacturers isn’t 
startling—maybe $500-million at the 
most. (No accurate figures are available, 
though Commerce is surveving the 
trend.) Of that amount, Detroit’s im- 
ports from West European plants make 
up the largest portion—around $205- 
million. 

e Added Squeeze—But the trend, if it 
continues at its present pace, could be- 
come an important factor in our whole 
trade picture. For it comes at a time 
when Washington is worried over the 
deficit in our balance of payments. ‘The 
deficit stems primarily from military 
and economic aid programs. But the 
continuing rise in imports, coupled 
with the leveling of exports, adds to 
the squeeze on the U.S. payments bal- 
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" rm, 
ARCHIBALD DOUGLAS heads Svenska 
Data-register. Company is making plans 
to move into electronic computer field. 


ance. If that’s a serious problem, im- 
ports by U.S. manufacturers won't help 
solve it. 


l. The Advantages 


From industry’s viewpoint, imports 
from U. S.-affiliated foreign plants make 
a lot of sense. That’s especially true 
when vou see how the foreign opera- 
tions of most large U.S. companies 
have changed since the war. 

Right after the war, most companies 
sold abroad through exports. Then, in 
the past five years, they have raced to 
build or buy foreign plants to exploit 
burgeoning foreign markets. A survey 
last vear by the McGraw-Hill Econom- 
ics Dept. showed that companies ex- 
pect sales by overseas subsidiaries to 
expand far faster in the next decade 
than sales through exports. 

The latest stage in this shift is for 
companies to take a “one-world view” 
of markets. The new approach adds up 
to this: Produce wherever the cost fac- 
tors are most advantageous, sell wher- 
ever vou can. Thus, a West German 
plant may serve Germany, or on a re- 
gional scale the six-nation Common 
Market. But that same plant could also 
serve the U.S. market—at least, in some 
product lines. A good example is the 
Big Three’s exports of English Fords, 
GM Opels, and other European-made 
cars to the U.S. 
¢ Specific Reasons—Still, as you look 
at case after case, you find specific rea- 
sons behind moves to import: 

¢ Bendix’s French plant has been 
making small refrigerators for the 
I'rench market. It thinks these would be 
a good bet for trailers, boats, and bun- 
galows. So, rather than tool up here, it 
is planning to import from France. 

¢ Baldwin-Lima-Hamilton recenth 
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has imported parts for hydro equip- 
ment—“with great reluctance.” “We 
can’t compete with foreign companies 
bidding to Uncle Sam if we use only 
American labor,” says a top BLH ex- 
ecutive. He adds that the company’s 
domestic competitors are going to have 
to do this soon. BLH may even build 
or buy a European plant later on. 

¢ Cenco Instruments Corp. opened 
a Netherlands plant last October partly 
to ship to the U.S. Reason: price com- 
petition from foreign companies. On 
the other hand, Soiltest, Inc.—a Cenco 
subsidiary—is selling imported construc- 
tion machinery under the Soiltest name 
for a different reason. It wants to have 
a “complete line of engineering testing 
equipment.” 

¢ One U.S. pharmaceutical com- 
pany with a British plant has a new 
twist on sourcing. It initially processes 
an antibiotic in the U.S., then ships it 
to Britain for final processing and pack- 
aging, and finally exports back to the 
U.S. Under British tariff regulations, 
the company gets a refund on the duty 
paid on the imported, semi-processed 
materials. Half of Britain’s 24 major 
pharmaceutical companies are U. S. sub- 
sidiaries, so you can bet that some of 
the other U.S. companies are doing the 
same thing. 


ll. Changing Pattern 


Historically, in terms of products, the 
trend toward sourcing has run some- 
what in reverse. Companies now are 
looking overseas to have components 
made to order. But in earlier days, they 
imported complete products—foreign- 
designed and foreign-made. 
¢ Imported Products—That was the 
way Detroit’s Big Three first met for- 
eign-car competition. General Motors 
began shipping British Vauxhalls and 
German Opels. Ford sent its British 
and German cars, too. Chrysler entered 
the race by buying a 25% share of 
France’s Simca, as a prelude to import- 
ing Simca cars. 

Other U.S. companies, to a large ex- 
tent, introduced products here that 
were originally designed for foreign 
markets. Remington Rand brought in 
French-made Bull office machines (BW 
—Oct.10°59,p119). International Har- 
vester last year started shipping a small 
diesel tractor—developed for the British 
market—to the U.S. 

More recently, U.S. companies have 
had foreign products designed specif- 
ically for the American market. For in- 
stance, Nash engineers in 1954 designed 
the tiny Metropolitan for production by 
British Motor’s Austin and sale in the 
U.S. Then, last year, Rockford Scooter 
Co. began importing a scooter partly 
designed here but made by Japan’s 
Mitsubishi Heavy Industrics. 
¢ The New Trend—Now, the big thing 


is to build or buy components overseas, 
Cummins Engine’s Scottish plant ex- 
ports 10% of its output of castings and 
forgings (including pistons, crankshafts, 
bearings) to the U.S. Arnold Schwinn 
& Co., hit by competition from foreign 
bicycles, now goes abroad to buy brakes, 
front hubs, pedals, spokes, some tires, 
three-speed hubs, and hand _ brakes, 
About all it does here is make the 
frames and assemble the final product. 
The company notes that GM_ has 
stopped making “New Departure” 
coaster brakes because of foreign com- 
petition. “If GM quits,” says Schwinn’s 
W. F. Stoeffhaas, “you know it’s pretty 
rough.” 

The whole semi-conductor field, of 
course, goes in for sourcing. Motorola 
buys transistors and cases from several 
companies in Japan that manufacture 
to its specifications, then assembles at 
its Quincy (Mass.) plant. International 
Rectifier this spring will begin import- 
ing silicon rectifiers and diodes from its 
40%-owned Japanese affiliate. In Italy, 
Raytheon is using its licensee, ELSI, 
for producing semi-conductors for the 
U.S. market. General Electric and Syl- 
vania, through their Italian affiliates or 
licensees, may follow suit. 

Few U.S. companies want to talk 
openly about this kind of business. 
Says one Tokyo observer: “Companies 
fear competition from other American 
companies that might set up the same 
type of arrangement. And they also 
fear retaliation from labor unions—if 
it’s known they are importing foreign 
parts.” 


lll. Competitive Necessity 


For some companies, sourcing has 


been almost the only means for sur-: 


vival. That’s largely true of Hamilton 
Watch. 


In 1952, it started importing Swiss 


movements. Then, in April last year, 
after years of petitioning the Federa- 
tion of Swiss Watchmakers, the com- 
pany got permission to buy A. Hugue- 
nin & Fils, §. A. ‘That way, Hamilton 
could profit directly at the point of 
manufacturing in Switzerland. 

Now 47% of the watches the com- 
pany sells are imports (though a smaller 
percentage in dollar volume). As an ad- 
ditional hedge against foreign compe- 
tition, Hamilton has an agreement to 
market a Japanese-made watch in the 
U.S. Explaining the competition his 
company has faced, Arthur B. Sinkler, 
president, bluntly says: “I don’t see how 
it can be otherwise, with the difference 
in labor costs so marked.” 

Yet, in the office machine industry, 
competition from lower foreign costs is 
only one factor. Costs, of course, were 
the reason that Rem Rand decided to 
set up its huge typewriter factory in 
Scotland. 
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The plant now sends “substantial ship- 
ments” to the U.S. Even so, foreign 
producers—from the Swedes to Italians 
—have also offered products here not al- 
ready handled by some U.S. companies. 
In some cases, the design and quality 
of the foreign products outshine simi- 
lar U.S. products. For that reason, 
U.S. companies have jumped to im- 
porting. 

¢ Litton’s Deal—Take the case of Lit- 
ton Industries’ purchase of Svenska. In 
1954, Monroe Calculating began sell- 
ing German-made Olympia adding ma- 
chines here—under the Monroe label. 
Monroe was primarily an office machine 
producer and seller. When it became a 
subsidiary of Litton two years ago, 
Monroe pushed development of its 
“Distributape” system for recording re- 
tail sales. From that starting point, 
Monroe wanted to enter the cash regis- 
ter field in a big way. 

A Litton-Monroe team scoured West- 
ern Europe for a company to buy. Soon, 
it settled on Svenska—for several rea- 
sons. Though National Cash Register 
dominated some 85% of the world mar- 
ket, Svenska ranked as its nearest com- 
petitor. The Swedish company already 
was selling about 40% of its $20-mil- 
lion volume in the U.S. market. It 
was planning to double production, also 
was experimenting with electronic com- 
puters. 

As another advantage, the company 
was in a good position to sell within 
the seven-nation European Free ‘Trade 
Assn. (which includes Britain). That 
jibed nicely with the fact that Monroe 
already owned a Dutch plant for pro- 
ducing business machines inside the 
tival Common Market. 

At first, Monroe considered a deal 

simply to distribute Svenska machines. 
But Monroe would have no say in in- 
creasing output—if the U.S. market 
should justify an increase. So it bought 
a majority control from Svenska’s pri- 
vate owners (who included the Wallen- 
berg banking family). Now Monroe can 
count on Svenska to help boost the 
company’s present annual sales of 
$50-million. Says Fred R. Sullivan, 
president: “Some of our American com- 
petitors would prefer our kind of com- 
petition.” 
* Machine Tool Fears—If sourcing is 
in accepted practice in the office ma- 
chine industry, it is practically a scare 
word in the machine tool industry. 
Nearly 70 companies, from E.. W. Bliss 
Co. to Warner & Swasey Co., have for- 
cign subsidiaries, affiliates, or licensees. 
Yet—except in isolated cases—they shy 
way from importing. 

Says one industry expert: “They're 
scared because it would stir a hornet’s 
nest among employees. They'll post- 
pone the evil day as long as they can. 
But—if forced by competition—the big 
companies will do it.” 
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Big Machinery Sale to Russia 


Textile equipment order from U.S. industrial group is 
biggest private transaction with the Soviet Union since World 


War Il. 


A. U.S. group of 38 companies 
known as Intertex International, Inc., 
this week sold $21.4-million worth of 
textile machinery to Soviet Russia—the 
first major U.S. private sale to Russia 
since World War II. The equipment 
will go into a new plant in Kalinin, 
near Moscow. 

Among the 38 companies, Crompton 
& Knowles Corp. and Whitin Machine 
Works get the largest shares of the 
contract, about $4-million each. 

Intertex has done business before 
with Moscow, with sales of about $6- 
million worth of machinery in the last 
18 months. However, this transaction 
marks a real breach in the trade wall 
that has risen between the U.S. and 
Russia during the cold war. Although 
the barrier weakened a little last year, 
U.S. exports to Russia in the first eight 
months amounted to a mere $4-million. 
The textile equipment sale alone comes 
to five times that figure. 
¢ Drumming Up Business—The Rus- 
sians have been talking up Russian- 
U.S. trade since last January, when 
Sovict First Deputy Premier Anastas 
Mikoyan toured the nation, sounding 
out U.S. businessmen. The drive con- 
tinued with another First Deputy 
Premier, Frol Kozlov, on a tour in July. 
It got another push from Premier Nikita 
Khrushchev last fall. 

So far, most U.S. businessmen have 
been reluctant to do business with the 
Kremlin. Washington has also been 
standoffish. The government forbids 
the sale of certain “strategic” goods to 
the Soviet bloc and prohibits long-term 
private credits to any country that has 
defaulted on payment of obligations to 
the U.S. This applies to Russia, since 
it hasn’t yet settled its World War II 
Lend-Lease bill. 

The Soviets apparently were quite 
anxious to buy this textile equipment 
from a U.S. company as a step in pry- 
ing loose more purchases. They awarded 
the contract to Intertex despite strong 
enticements from a_ British group 
headed by Platt Bros., which offered the 
Russians up to five vears’ credit and a 
price 30% lower than the U.S. group’s. 

Being prevented, by law, from grant- 
ing long-term credit, the U.S. group is 
supposed to be paid in dollars within 
90 days of receipt of shipping docu- 
ments in Moscow. Deliveries are sched- 
uled to begin in the last half of 1960 
and to be completed during the first 
quarter of 1961. 


¢ Eager Americans—The American 


It could mean more East-West trade. 


group also appears to have been eager 
to make the sale, seeing it as a precursor 
to others. The negotiators put in sev- 
eral months of parleys with Soviet 
representatives before settling the con- 
tract (BW—Nov.21’59,p152). 

In the end, Intertex and the Rus- 
sians agreed to a price $7-million less 
than the company’s asking price. An 
Intertex spokesman says this was caused 
by “adjustments in the plant design.” 
Sidney H. Scheuer, a New York textile 
broker who has long advocated more 


U.S.-Russian trade, engineered the 
transaction. 
¢ Official View—Washington’s _ reac- 


tion to the sale has been somewhat 
ho-hum. The Commerce Dept.’s Of- 
fice of Export Supply, which polices 
U.S. exports to Soviet Russia, routinely 
approved the move, ruling that the 
equipment would not add to Russia’s 
war-making potential. 

The Commerce Dept. doesn’t view 
approval of the Intertex sale as a change 
in policy. For some time now, it has 
passed export licenses on textile ma- 
chinery, products, and plant blueprints. 
Export Supply Chief John Borton says, 
“My trade policy instructions have not 
been changed by one comma.” 
¢ Big Plant—The plant in which In- 
tertex equipment will be installed is 
one of the largest textile mills built any- 
where in recent years. There are 
larger ones in the U.S., but they are 
older. The trend here recently has 
been toward smaller, more specialized 
mills. 

The new Russian plant will cost $30- 

million in all, will have 50,000 spin- 
dles, and will produce wool, cotton, 
and synthetic cloth. It will fit into 
the current Seven Year Plan (1958- 
1965), which calls for an increase in 
consumer goods. 
e U.S. Advantage—Intertex says one 
reason it got the contract is that it 
can deliver and set up a plant in half 
the time it would have taken its Brit- 
ish competitors. 

Many U.S. industries, notably _pro- 
ducers of chemical equipment, will not 
sell to the Soviets because Russia does 
not observe international patent rights, 
hence can copy designs without paving 
royalties. 

Scheuer scoffs at this charge as 
“old hat.” He says the Soviets want 
to buy U.S. equipment for use for 
industrialization and don’t have the 
capacity to copy everything this coun- 
trv sends over. END 
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In these products, U.S. exports are sluggish, while imports climb... .B 
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West Europe is becoming a mass consumer market, 
but its own industries will supply much of the demand. That's 
why trade experts believe U.S. companies will have to create 
new products if we are to boost our sales abroad. 


The happy, postwar days for exports 
—when the U.S. dominated free-world 
markets—are over. And U.S. industry, 
hoping for an export pickup this vear, 
knows it. 

Statistics for the past five vears are 


one reason for worries. U.S. com- 
mercial exports (excluding military 
goods) reached $14.3-billion in 1954. 


Scan the succeeding vears, and you see 
exports soaring to a record $19.5-billion 
in 1957, then slumping to an estimated 
$16.2-billion last year. 

You could write off 1957 as a freak 
year—what with post-Suez oil and coal 
shipments and an investment boom in 
Western Europe. But last year’s oo. 2- 
billion is even well below 1956’s $17 
billion. 
¢ Culprits—The main _ troublemakers 
aren’t hard to find. Take just three: 

¢ Western Europe, a key export 
market, is off its back and running hard 
industrially. It now makes lots of 
things we used to sell there. 

¢ Foreign producers, in some 
lines such as electrical machinery, are 
undercutting U.S. export prices. Our 
costs, reflecting our high living stand- 
ard, simply are higher generally than 
those abroad. 

¢ Most large U.S. companies are 


plaving both sides—with sales from 
their foreign subsidiaries competing 


with their own exports. These foreign 
sales total over $30-billion vearly. 
For that reason alone, most U.S. 
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companics hustling overseas are not 
complaining loudly about the export 
slump. ‘They view sales abroad—through 
either exports or sales from foreign 
plants—as a total operation. In fact, 
their rush to build plants, from Brazil 
to West Germany to Japan, is a sign 
that they are adjusting to the new 
world trade picture (page 66). 
Washington officials, though, aren’t 
so complacent. The leveling of ex- 
ports and rise in imports largely account 
for our balance of payments problem. 
Any sharply increased deficit in the pay- 
ments balance could seriously hurt the 
U.S. economy. Thus, the Administra- 
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tion now is considering a program for 
guarantecing short-term credits to help 
exporters. Several West European coun- 
tries already have government-backed 
“insurance” programs to encourage ex- 
ports. 

¢ Resignation—While U.S. industry 
certainly isn’t gloomy over exports, some 


companies have an almost resigned 
look. The charts tell why (above). The 
auto industry, for one, sees little 


chance of recovering its formerly strong 
position in export markets. Too many 


companies abroad (including Detroit’s 
own subsidiaries) are turning out cars 
and trucks. 

But the charts also show bright signs 
Agricultural commodities, such as oil 
seeds, have a good future, particularly 
in underdeveloped countries starved for 
food. Then, industrial chemicals— 
highly researched, fast-changing prod- 
ucts that American industry excels in 
making—continue to be an_ export 
leader. 

e Emphasis on Innovation—In fact, 
Commerce Dept. officials and even busi- 
nessmen, in casual conversation, ar¢é 
talking up “innovational” exports as the 
future trend for exports. If U.S. indus- 
try can’t always produce quality at the 
same price as foreign industry, it can 
create new tricks and truly revolution- 
ary designs for products. Foreign com- 
panics and consumers readily admit 
this. 

Besides that, industry is beginning to 
recognize that you need to sell hard 
overseas, as well as at home. There were 
times when foreign customers, given 
dollars, would take anything they could 
get. Now they have a choice—and, in 
some cases, enough dollars to shop 
around. U.S. exporters know this. 

Thus, on balance, exporters may have 
hope for boosting sales this year and 
next—especially since Western Europe 
is heading into a new boom. But in the 
pull ahead they will face a new pattern 
of doing business that is more unstable 
and dynamic than during davs past. 


Strong Demand 


There’s no doubt that the demand 
side for exports looks bright. That's 
assuming, of course, that no major war 
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...But in these lines the U.S. is holding, or gaining, a strong bet advantage 
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Key to U.S. 


or depression strikes. The encouraging 
sign 1s the record growth of foreign 
economies—far faster, in most countries, 
than ours. 

Western Europe is a prime example. 
It probably has more room for increas- 
ing industrial capacity than we do. And 
gradual integration of the countries— 
partly through the Common Market 
and European Free Trade Assn.—should 
help spur growth. 
¢ Mass Markets—What’s happening is 
the development of a U.S.-style mass 
consumer market. Economists project 
a steep rise in Europe’s per capita in- 
come over the coming vears. That will 
upgrade consumption habits. 

Most Europeans probably will con- 

tinue to buy small European cars, but 
some may prefer American models. 
That’s because ours are generally 
cheaper than European cars of com- 
parable size and comfort. Similarly, the 
rise in living standards in Europe should 
stir demand for fairly expensive house- 
hold appliances. 
* Exchange Shortage—Compared _ to 
Europe, demand in the underdeveloped 
countries will show up more slowly. 
The demand—in India, for instance— 
will be enormous. But U.S. exports 
will hit the old roadblock of chronic 
foreign-exchange shortages. | Bevond 
that, the terms of trade for primary 
products—mincrals and agricultural com- 
modities—are likely to run against these 
countries. 

But the outlook is far from bleak. 
The advanced countries will help offset 
exchange shortages through economic 
aid and private capital—though that de- 
pends somewhat on how much Western 
Europe and Japan share the burden. In 
addition, the underdeveloped countries 
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Export Hopes 


will tend to ration imports of consumer 
goods to maintain much-needed pur- 
chases of capital goods and foodstuffs. 


Shifting Pattern 


But even if foreign countries want— 
and need—our goods, the export pattern 
will shift. What's ahead—as trade ex- 
perts and businessmen see it—is heavier 
reliance on “innovational” exports. This 
is the field, where the U.S. shines. 

Look how the export pattern already 
has changed over the past 50 vears. At 
the turn of the century, primary metals 
led our exports. In the 1920s, automo- 
biles and related products were out in 
front. By the late 1930s, exports of in- 
dustrial machinery were forging ahead. 
¢ Luxury Items—The trend toward 
capital-goods exports continued imme- 
diately after the war. But recenth 
chemical products, such as plastics, have 
scored dramatic gains. And _push-but- 
ton consumer durables have begun to 
catch on in the fast-spending West 
European and Japanese markets. 

In Britain, for instance, U.S. appli- 
ances have a limited but definite place. 
Savs a buver for a leading London de- 
partment store: “Where there’s a direct 
British competitor for an American ap- 
pliance, the British item may not cost 
any less, but gives better valuc. It’s 
built to last. British manufacturers— 
and the public—haven’t vet learned 
about planned obsolescence. But there 
are many American appliances—dish- 
washers, for instance—with gadgetry 
that people are willing to pav for be- 
cause thev’re not produced here.” 
¢ A Jump Ahead—Thus, in the future, 
both Britain and West European coun- 
tries will supply most of their mass 


markets from domestic production. But 
some demand will exist—and possibly 
expand—for types of consumer goods 
from the U.S. that may be mass-pro- 
duced here, but not in Europe. 

That means, however, keeping one 
jump ahead of foreign producers. For— 
if European prosperity continues to in- 
crease—foreign companies will be up- 
grading and changing products, too. 
U.S. companies will have to keep pace 
with quick-changing export styles and 
designs. And they also will have to 
beef up sales and credit facilities. 
¢ Increasing Competition—Even doing 
that, exporters will meet increasing com- 
petition in their own backyard—from 
the foreign subsidiaries of U.S. com- 
panies. A large number of chemical 
companies are moving fast into produc- 
tion overseas of plastics and synthetics. 
In the business-machine field, IBM-—for 
one—serves most overseas markets from 
foreign subsidiaries. 

All this is hurting exporters today. 
But, as Europe comes to an Amcrican- 
style economy, its wages are rising. 
That in the long run may help equalize 
industrial costs. And costs are still 
key problem for exporters in trying to 
match European prices. 


Traditional Exports 


Still, our traditional exports—from 
machinery to foodstuffs—won’t fall flat 
in coming years. The U.S. will con- 
tinue to supply these to Europe. But as 
European companies expand more into 
capital goods, our share will decline. 

Even in Japan—now competing to 
sell machinery in world markets—U.S. 
capital goods are expected to plav a 
big role. Japan’s imports from the U.S. 
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last year reached $1.2-billion—up 4% 
from 1958. And machinery accounted 
for about 25%. 

In India, the government has told 

businessmen and traders to use our 
1958 Export-Import Bank loan of 
around $150-million to bring in equip- 
ment for industrial expansion. ‘I hough 
resenting the decree, Indian business. 
men now are saying that U.S. equip 
ment may cost more, but deliveries are 
prompt. 
e South American Markets—Similarly, 
Brazil is a good market for U.S. equip. 
ment. ‘That's largely because the Rio 
government has clamped a lid on im- 
ports of consumer goods, and forced 
through a program of local manufactur 
ing. But European companies are be- 
ginning to offer “custom-tailored” ma- 
chinery at below U.S. prices. 

Then, in Venezuela, U.S. capital 

goods may show some increase this 
year. As in Brazil, the country is cutting 
back consumer-goods imports. It’s even 
planning a complete shutoff of ciga- 
rette imports—and until recently Vene- 
zuela was the largest single market 
overseas for American cigarettes. But 
as local industry expands, U.S. ma- 
chinery may be in greater demand. 
e Agricultural Reversal?—The brightest 
sign for exports is the expected boom 
in agricultural exports. Any spurt in 
“innovational” exports would be simply 
an extension of the present trend. But 
a boost in farm exports would amount 
to a sharp reversal of a long, historical 
trend. For farm commodities in the 
19th Century held a 3-to-1 lead over 
other exports. ‘Today, that ratio is just 
the opposite—with raw materials and 
industrial goods dominating exports. 

Here's the way Washington trade ex- 
perts now view farm exports: ‘The popu- 
lation explosion in underdeveloped 
countries will stir tremendous new de- 
mands for food. Add in the fact that 
these countries may put more propor 
tionate emphasis on new industry- 
particularly for export. The countries 
may well see a cost advantage from low 
wages, thus encourage new industry and 
new cxports—trading more and more of 
these for food purchases. 
¢ Limiting Factor—Of course, the pic 
ture isn’t that simple. How much food 
the countries can afford hinges on the 
willingness of the U.S. and other ad- 
vanced countries to buy products of 
low-wage industries. But in any case 
our government financing of food ex- 
ports will certainly help. 

Apart from any question of price 
supports, the U.S.—in Washington's 
view—has more comparative advantages 
in producing food than it does in manu- 
facturing. ‘The U.S. farmer is prob 
ably the world’s most efficient. That's 
why trade experts view farm exports 
so optimistically. END 
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In Business Abroad 


U.S. Group of International Chamber 
Elects Ralph T. Reed Its Chairman 


The U.S. Council of the International Chamber of 
Commerce has elected Ralph ‘Tl’. Reed as chairman. He 
is president of the American Express Co. 

Reed’s “platform” calls 
for reducing discrimina- 
tions against U.S. exports, 
expanding trade with re- 
gional economic groups, 
encouraging private invest- 
ment in underdeveloped 
areas, building better trade 
relations with Soviet-bloc 
countries, and improving 
facilities and reducing gov- 
ernment restrictions on in- 
ternational travel. 

As head of the U.S. 
Council, Reed will serve as a vice-chairman of the Inter- 
national Chamber, which is recognized as a spokesman 
for business interests on international trade, investment, 
and finance. 


Retailers Gloat and Postmen Groan 


As Japanese Bonuses Top $1-Billion 


Japan’s current prosperity has Tokyo retailers gleefully 
clicking their chopsticks this week. 

Small bonuses at vearend are traditional in Japan but 
this year they totaled an estimated $1.1-billion—and 
most of this floated into department stores. One day last 
month, some 2-million people crowded into Tokyo’s 17 
major department stores to drop $1-million in the cash 
registers of each. 

Postmen, however, are almost as unhappy as the mer- 
chants are happy. The Central Post Office in Tokyo 
had more than 500 carloads of gift parcels piled up, well 
over 20% more than the same time last year. 


$56.5-Million Suez Canal Loan O.K.'d 
By World Bank Despite Israeli Protest 


The rapprochement between the United Arab Repub- 
lic and the Western powers became more firm last week 
with the granting of a $56.5-million World Bank loan 
on in the Suez Canal (BW—Nov.28'59, 
pl07). 

The Bank’s action drew a good bit of protest from 
Israel and its supporters in the West. They argued that 
the loan should not have been approved so long as the 
UAR forbids the passage of Israeli ships or goods through 
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the canal. The UAR claims it is within its rights as a 
state of war between it and Israel still exists. 

Israel tried to delay the loan by sending goods through 
the waterway on Greek and Danish ships, which the 
UAR stopped. In the U.S., more than 60 congressmen 
objected to the loan. British opinion was split. 

The Bank, however, reasoned that as an international 
economic institution, it should put economic above 
political considerations. In this instance, it deemed the 
improvements to the Suez Canal a sound investment of 
general benefit. 


Kearns Says Poor Salesmanship 
Is Holding Back U.S. Exports 


Henry Kearns, Assistant Secretary of Commerce for 
International Affairs, says shoddy U.S. salesmanship 
abroad, not high prices, is holding back this country’s 
exports (page 70). He has just finished several months 
of globe-trotting to discover what ails U.S. trade and 
investment overseas. 

High prices, he reports, are not so much a drawback 
to buying U.S. products as generally believed. Com- 
ments he heard from foreign businessmen and govern- 
ment officials concentrated on lack of competitive short- 
and medium-term credit, antiquated distribution facili- 
ties, and failure of U.S. companies to tailor exports to 
specific foreign markets. 

Kearns noted, for example, that in India, a stec] mill 
foreman said he bought a European welding machine 
at a price lower than that of a U.S. machine. But the 
machine’s capacity was inadequate for his operation, 
and he would have bought an American product “if 
we had known it would do the job. We would have 
paid the higher price for it and paid for the difference 
in a few months with our operating savings.” 

Kearns says the government must take the lead in 
increasing U.S. exports. He is expected to recommend 
that his department encourage export associations, call 
on commercial banks to extend more credit, and increase 
information service to traders. 


s & e 
Business Abroad Briefs 


The Indian government is negotiating with Lockheed 
Aircraft International, Inc., for the establishment of 
an airplane factory in India. The proposed plant will 
produce small transport planes to replace the over-age 
Dakota fleet of Indian Airlines Corp. It will be owned 
and operated by the Indians, with Lockheed furnishing 
technical assistance. Details of financing have not been 
disclosed. 


Britain and Soviet Russia dast week agreed to exchange 
trade fairs in 1961. The British wil) display electrical 
and electronic equipment, machine tools, and chemicals 
in Moscow. The Russians will reciprocate in London 
with both capital and consumer goods, models of luniks 
and sputniks, and “caviar for everybody,” according to a 
Soviet spokesman. 
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Recorder Gives Instant Playback 


Motion pictures, television, and data 
processing are all about to get a new 
electronic technique of recording and 
filming. Next week, General Electric 
Co. will unveil working models of a new 
device (suggested by the diagram) that 
the company calls a thermoplastic re- 
corder. 

GE claims that it has two big ad- 
vantages: 

¢ There is no delay between re- 
cording and playback. ‘The recorded ma- 
terial is available instantly and without 
processing, just as in magnetic tape re- 
corders and video tape. 

e The recorded material is visible. 
Pictures or data can be examined with 
simple viewing devices. Thus, motion 
pictures recorded on the GE device can 
be edited visually, which is much sim- 
pler than editing video tape on an 
expensive tape machine. 
¢ Cat Out of Bag—GE officials refuse 
to talk about the new recorder until the 
scheduled release on Jan. 12. But Dr. 
W. E. Glenn, of the General Electric 
Research Laboratory, jumped the gun 
a bit by publishing a paper on the sys- 
tem in the Journal of Applied Physics. 
Irom his data, and the comments of 
TV and motion picture engineers, it 


74 Research 


appears that GE has pulled off a major 
development. 
¢ The Method—The thermoplastic re- 
corder combines clectronics and optics 
to produce a visible image on a double- 
layered film that is not unlike motion 
picture film. However, the old film’s 
photosensitive emulsion is replaced on 
the GE film by a layer of transparent 
thermoplastic on its sensitive side. And 
the film is exposed, not to light, but to 
a stream of electrons from an electron 
gun similar to that in a I'V tube. 
Since the film will not conduct elec- 
tricity, the electrons sprayed on its sur- 
face stay put, and varying charges can 
be built up on the surface by scanning 
the film, just as the clectron beam in 
a ‘I'V tube scans the phosphorescent 
face of the picture tube. Immediately 
after the charge is laid on, the film 
is heated by a radio frequency device 
that softens the thermoplastic layer. 
The electrons piled on the surface 
are attracted to the base layer under 
the thermoplastic, and they distort the 
surface of the film in proportion to 
their density. The result is a sort of 
bas relief image of the film; when the 
film cools, the image is permanent. 
With special filters or auxiliary 


equipment, it makes a passable picture 
when projected on a screen. With more 
sophisticated masking and_ projection 
equipment, the tape can even produce 
colors by taking advantage of the 
principal of diffraction, which breaks 
light into its spectral colors. 

The recorder can pack tremendous 
amounts of data in either digital or 
continuous signal form on small areas 
of tape, thanks to its sharp focusing. 
Digital data can even be recorded in 
colors to distinguish its source; a tape 
so recorded might resemble a many- 
hued checker board. 
¢ Very High Vacuum—In the equip 
ment described by Dr. Glenn, all te- 
cording must be done inside a vacuum 
chamber pulled to an almost perfect 
vacuum of O.1 micron. That would 
seem to mean that a gas diffusion pump 
would be needed, and that plenty of 
time would have to be taken to outgas 
the tape and the box. It will be learned 
next weck whether GE has managed 
to eliminate some of the vacuum equip- 
ment or to reduce its size. 

In most other respects, the system 
seems economical and practical. The 
tape, like video tape, can be erased and 
used over again. END 
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PRODUCTS 








Lincoln Lab Builds Electronic Package Backwards 


A new type of multiple-component 
clectronic package developed at Massa- 
chusetts Institute of ‘Technology's Lin- 
coln Laboratory may simplify produc- 
tion of many types of subminiature 
communications and control systems. 
Lincoln Lab’s package uses _ electro- 
plated wiring and connections, com- 
pletely climinates soldering. 

The trick is to reverse the usual order 
of manufacturing electronic circuitry. 
The components—transistors, resistors, 
capacitors—are arranged in a_ three- 
dimensional pattern, then encased in 
plastic with their leads sticking through 
the surfaces. 

Milling off the six sides of the 
plastic block leaves only the ends of 


the components’ leads exposed. Cop- 
per-plating the entire unit interconnects 
all the leads; then the unwanted copper 
can be etched awav, leaving only the 
proper circuit. 

Ordinarily, in printed circuit con- 
struction, the circuit board comes first, 
the components are soldered in, and 
then the whole assembly is “potted” 
in plastic, if necessary. The Lincoln 
Lab’s system, on the other hand, prints 
the circuit on the package of compo- 
nents. 

According to E. A. Guditz, a Lin- 
coln Lab staffer who described the 
process in an article in Electronics, a 
McGraw-Hill publication, the elimina- 
tion of soldering in microminiature 


packages reduces the chance of con- 
nection failure, gives lower resistance 
connections, and avoids exposing tem- 
perature-sensitive devices such as trans- 
istors and diodes to high soldering 
temperatures. And, where high tem- 
peratures are needed, the plated con- 
nections can stand a lot more heat than 
low melting point solders. For very 
complex circuits, it is relatively simple 
to plate on layers of wiring and con- 
nections. All that’s needed is a plastic 
coating over cach plated wiring svstem, 
then the next wiring can be plated on. 
A tapered hole is drilled through the 
plastic coating before the second plat- 
ing operation to provide interconnect- 
ing circuits. 


Vest Pocket Oxygen Tank for Heart Patients 


A pocket oxygen dispenser (picture), 
about the size of one of the metal tubes 
in which cigars are sometimes packed, 
is designed to help heart patients and 
to provide protection against shock, 
smoke, and oxygen-failure in planes. 
(Besides that, while there’s no medical 
proof that it will cure a hangover some 
doctors believe that alcohol ties up 
enough of the oxygen in the system tg 
create a minor but noticeable shortage, 
and the dispenser probably would have 
a sobering effect on a person who feels 
the effects of a couple of drinks.) 

The Oxy-Hale was invented by Dr. 
Alvan L. Barach, professor of clinical 
medicine at Columbia University, to 
provide a ready source of oxygen to re- 
lieve cardiac pain—initially caused by 
lack of oxygen—and to help fend off the 
effects of a coronary attack before the 
patient gets to a hospital. It also makes 
it easier for heart patients to take nor- 
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mal exercise, and in some cases its reg- 
ular use may reduce the incidence of 
anginal attacks, according to Barach. 
Other possible applications include the 
casing of bronchial asthma, croup, and 
oxygen shortage caused by strenuous ex- 
crtion, such as mountain climbing, or 
by high-altitude flights. 

Ihe Oxy-Hale is an aluminum tube 
containing a 24-in. cylinder that com- 
presses three liters of oxygen to 5,000 
psi.—24 times the pressure of hospital 
oxvgen cylinders. One cylinder provides 
up to two minutes of oxygen, which is 
mixed with air through a device that 
allows the user to adjust the concentra- 
tion of oxygen from 26% to 90%. The 
cylinder can be replaced in eight sec- 
onds. The user inserts the tube directly 
into his mouth. 

Manufacturer: Controlled Pressure, 
Inc., Erie, Pa. Price: $12.95 for the 
tube; $4 for 10 evlinders. 
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The cult of equities, which has be- 
come a dominant force in the U.S. 
stock market, has spread around the 
world. This is clearly evident from the 
charts above and on the following pages, 
which show that share prices have 
been advancing, almost without inter- 
ruption, in every major foreign stock 
market. 

Moreover, BUSINESS WEEK’S annual 
survey of the world’s stock markets 
indicates that brokers and investors in 
foreign financial centers expect the 
rising price trend to continue through 
most of 1960. In view of the extent to 
which equity prices have already gone 
up, however, it is doubtful that stocks 
will do as well—relatively—in 1960 as 
they did in 1959. 

In their rush to buy shares to hedge 
inflation, investors—both American and 
foreign—have bid up stock prices to 
the point where stock markets are 
suffering from an inflation of their 
own. Growing investor consciousness 
of this market inflation means that 
despite a rosy economic outlook for 
1960 all over the free world, stock 
prices are likely to move up a lot 
more slowly than they have to date. 
There is also the possibility of some 
sharp sell-offs. 

In addition, markets overseas con- 
tinue to dance to Wall Street’s tune— 
and the current uncertainty in the New 
York market is bound to be reflected 
in other markets around the world. 
¢ Tokyo Break—A good example of the 
more cautious attitude toward stocks 
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that’s likely to characterize 1960 came 
in the sharp break two weeks ago on 
the Tokvo Stock Exchange. In one day, 
the Japanese industrial stock index— 
patterned on the popular Dow-Jones 
average—dropped 32.50 points, or 
roughly 3.6%. 

It was a technical correction, not re- 
lated to any particular news; but it was 
the second sharpest drop in postwar 
Japanese history, exceeded only by the 
1953 slump after Stalin’s death. A lot 
of small investors, who had rushed to 
put vear-end bonuses in the market, 
were burned, and enthusiasm for equi- 
ties in Japan has cooled considerably 
since then. 
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THE SHAPE 











¢ General Stability—But most markets 
have had no shake-outs lately. On the 
contrary, brokers say that equities are 
more stable than they used to be. That’s 
because the public is stepping up its 
buying in ever-increasing numbers. 
Then, too, there has been a world- 
wide expansion in mutual funds, which 
is expected to continue into 1960. With 
funds buving actively, it’s hard to see 
a sharp break in equity prices in any 
country. 
¢ Changed Attitudes—The U.S. public 





Stock Climb Spans Globe—But It's 


is more equity-minded than any other. 
But in London and Frankfurt and 
Paris, where stock buying was once 
largely a professional affair, a new wave 
of public interest is now evident. ‘The 
same holds true on other foreign ex- 
changes. This fundamental change mm 
the public’s attitude is bringing about 
still other changes: 

¢ The U.S. growth stock princi- 
ple, which puts a priority on capital 
gains rather than yield, is now com- 
monly accepted. It is particularly 
strong in London, once considered the 
prime cxample of the yield-conscious 
market; for the first time in history, 
common stocks are yielding less than 
long-term government bonds (chart, 
lower right). The trend is also marked 
in Germany, where yields on popular 
“growth” stocks have dropped from a 
level of 44% in 1958 to less than 24% 
today, solely because of the bidding 
up of prices. 

¢ The public has been sold on the 
idea of mutual funds—or unit trusts, as 
they are generally termed outside the 
U.S. The demand for mutual fund 
shares has funneled funds into equities, 
and in some countries, such as Japan, 
mutual fund buying actually dominates 
trading in listed securities. 

e Large-scale public interest has 
put pressure on foreign companies to 
release more information to sharehold- 
ers. This in itself is leading to increased 
investor interest—especially on the part 
of Americans who, up to now, have 
been reluctant to purchase foreign 
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NETHERLANDS 


Tiring a Bit 


stocks because they knew so little about 
them. 

Because public participation in for- 
eign markets still lags behind the U.S., 
and because most economists think that 
the overseas boom has further to go 
than our own, they look for prices to 
rise higher on foreign stocks than on 
most U.S. shares. They expect this 
prospect to lure many more Americans 
into foreign markets in the hope of 
making profits on rising price levels. 

* How They Look—Hlere’s how the 
trends shape up market by market: 

London: In England, 1959 will be 
remembered as the vear when equities 
finally came of age. For the first time, 
the “yield gap” between commons and 
long-term bonds was closed, and as the 
chart shows, stock vields have con- 
tinued to decline while bonds have 
gone up slightly. London brokers em- 
phasize that this represents a funda- 
mental shift in attitude. The hunt for 
growth stocks—and capital gains—is on 
with a vengeance, they say. 

This shift is reinforced by the 
English tax structure. In Britain, divi- 
dends are subject to a withholding tax 
that runs about 40%, while capital 
gains are entirely tax-free. A capital 
gains tax was an important plank in the 
Labor Party platform, and when Labor 
went down to a thumping defeat last 
October, the stock market took off on 
its biggest one-day bull rush in history. 

Equities have been winning a new 
respectability in Britain in the past year. 
Institutional investors—municipal cor- 
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porations, trusts, and union pension 
funds—have all been amending their 
charters to allow greater investment in 


common stocks. Even the staid old 
Church of England is now a major 
holder of stocks. 

This trend received a big boost last 
week when the Macmillan government 
published a white paper outlining pro- 
posed changes in trust fund legislation. 
These will give trust funds wide discre- 
tion in buying stocks, and will eventu- 
ally permit them to put up to 50% of 
their assets into commons. 

U.S. and Continental investors have 
also been pouring funds into London 
since the Conservative victory in Octo- 
ber. This has been an important spur 
to the jump in share prices—particularly 
of British steel stocks, which had been 






depressed by the Labor Party’s threat of 
nationalization. United Steel, for in- 
stance, sold for +1 shillings just before 
the election, with a dividend vield of 
6.1%; today it sells at about 80 shil- 
lings, and its vield is down to 3.7%. 

This also holds true for the blue-chip 
industrial stocks in the Financial Times 
price index. In early 1958, they sold 
for only a little more than eight times 
earnings. Today they are selling for 11 
times expected 1959 earnings. 

This, amen is still well under the 
Dow-Jones industrials’ ratio of about 20 
times earnings. Thus, English equities 
are still relatively cheap compared to 
U.S. stocks. But there are already some 
exceptions. British steels and auto 


stocks command a higher price earnings 


U.S. 


multiple than their opposite 


London’s new inverse yield gap 


Peper 


6 ae 


Percent Yield 


Data: Financial Times. 
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numbers. Heavy demand will probably 
lead to the upgrading of other price- 
earnings ratios. 

In fact, British authorities are wor- 
ried about the threat of a flight from 
reality in the equity market. Cameron 
Cobbold, governor of the Bank of Eng- 
land, has warned about “‘the disquieting 
rise in equity prices,” implied that con- 
trols might be on the way. 





Toronto: In comparison to the rock- 
eting prices on most other exchanges, 


Canadian stocks look rather sick. In 
1958, the Canadian economy was slow 
to recover from its recession, which was 
much deeper and longer than the one 
in the U.S. 

Then, in 1959, though the economy 
recovered smartly, the Bank of Canada 
tightened money early in the recovery. 
This was an aftermath of the refunding 
in 1958 of about 40% of Canada’s na- 
tional debt. To support the refunding, 
the Bank of Canada had allowed the 
money supply to jump about 15%, and 
it was afraid of the inflationary implica- 
tions of any further credit easing. 

The result of this one-two punch of 
recession and tight money is evident in 
the chart, which shows that through 
most of 1958 and 1959 prices on the 
Toronto Stock Exchange haven’t kept 
pace with New York. Many Bay Street 
brokers note that despite the normally 
close ties between New York and To- 
ronto, Canadian share prices in recent 
weeks haven’t responded to the stimu- 
lus of Wall Street’s climb back to its 
August peak. 

An important reason for this lethargy 
is that average yields are already low— 
only a little more than 3% —and price- 
earnings ratios high—almost 18 times 
current earnings. 

Moreover, U.S. enthusiasm for Ca- 
nadian shares has cooled considerably. 
Uranium shares are now under a cloud. 
One of the largest companies, North- 
span Uranium, has already had to ask 
its bondholders for an extension of time 
to meet payments (BW —Jul.18’59,p52); 
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another, Stanrock, went into recciver- 
ship. 

At present, Canadian brokers are 
even more preoccupied than usual with 
what Wall Street is doing, for they fear 
that in the event of a decline in U.S. 
stock prices, the Canadian drop will be 
even steeper. In addition, there’s con- 
cern about the size of the deftcit in 
the Canadian balance of payments—now 
running close to record levels—and the 
negative effect this may have on Ca- 
nadian business. It’s widely recog- 
nized that the high premium on the 
Canadian dollar—now over 5% in rela- 
tion to U.S. currency—hurts Canadian 
exports, particularly, of course, in the 
U.S. Partly for this reason there has 
been a resurgence of interest in Ca- 
nadian paper companies, which quote 
prices in U.S., rather than Canadian, 
dollars. 

Canadian stock prices have also suf- 
fered from the high level of money 
rates, which have been drawing funds 
out of the stock market into bonds. 
High-grade industrial bonds in Canada 
now yield well over 6%—in contrast to 
the common stock vield of about 3%. 
The size of this spread has led to con- 
siderable switching into bonds. Invest 
ment houses in Toronto are reporting 
“unusually heavy” activity in their bond 
departments, and a corresponding drop 
of interest in equities. 

As for 1960, Bay Street brokers sav 
it will depend on which way the New 
York market goes. But as one ‘Toronto 
observer puts it, “Chances are that 
prices will be lower at the end of 1960 
than they are at present.” 

Frankfurt: On the Frankfurt Ex- 
change, which has a reputation for wide 
swings in stock prices, stocks have pet 
formed true to form, rising far faster 
and further than on other European ex- 
changes. There has been what has been 
described as a “phenomenal” increase in 
the popularity of equity investment. 
Until a few years ago many middle-class 
Germans considered buying equities as 
either immoral or solely for the very 
rich. Today one German in a hundred 
dabbles in the market. According 
to one Frankfurt broker, ““What the 
German investor doesn’t know about 
stocks, he makes up for in enthusiasm.” 

There has also been heavy American 
and other foreign buying of shares in 
the blue-chip companies that have been 
the mainsprings of the postwar German 
recovery. This buying began in volume 
in early 1959, attracted by the fact that 
many German stocks were cheaper—on 
a price-carning basis—than comparable 
U.S. companies. For example, when 
Union Carbide was selling about 35 
times earnings in New York, Badische 
Anilin-und-Soda Fabrik could be had 
for 21.8 times earnings. 

Mutual funds have added to the ex- 
plosiveness of German stock prices. In 


1956, total stock holdings of the Ger- 
man funds amounted to only $25-mil- 
lion. ‘Today, estimates of their holdings 
are in the $500-million range. Since 
most German funds do very little trad- 
ing, tending instead to salt shares away 
for the long pull, this has led 
real shortage of stock. 

It’s because of this shortage that 
many German observers expect stock 
prices to rise another 30% to 40% in 
1960. Even the more pessimistic Ger- 
man brokers are predicting a 15% to 
20% rise. But thev all caution that the 
German market is very sensitive to po- 
litical factors, that any deterioration in 
East-West relationships could materially 
alter the picture. 
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Paris: ‘The Paris Bourse, which 


didn’t share in the general price rise 
in 1958, went all out to try to catch up 
in 1959. As an indication, the total 
value of all the shares listed on the 
Bourse were worth an estimated 5,505- 
billion francs in December, 1958; this 
month, the total is put at close to 
8,000-billion. 

Unlike the previous boom on_ the 
French market in 1957, which was 
sparked by a jump in oil shares, this 
year’s gains have been across the 
board. Of the 16 stock groups covered 
by the Bourse stock index, over half 
showed 


increases of 50% or more. 
Particular favorites were insurance 
shares (which doubled), department 


store and textile stocks (up 95%), and 
bank shares (up 70%). 
French brokers sav that 
economic considerations, rather than 
Wall Street influence, are the main 
factor. De Gaulle’s economic reforms, 
which included a 17% devaluation in 
the franc, have stabilized French finan- 
ces for the first time since the wat. 
But Paris brokers say that, ironically, 
domestic buying by individuals has not 


domestic 
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been the chief element behind nsing 
prices. Rather, they report, there has 
been an inflow of foreign—mostly Eu- 
ropean—money, plus purchases by 
French investment trusts. ‘The bulk of 
the foreign money comes through num- 
bered accounts in Swiss banks, so it’s 
not possible to trace the actual source. 
U.S. purchases, however, are thought 
to be small. 

Amsterdam: On the Amsterdam 
Stock Exchange—traditionally an im- 
portant European market despite the 
small size of the Netherlands—stock 
prices have nearly doubled in the past 
two years. The cult of equities, how- 
ever, is still far less pronounced in 
Holland than in the U. S. A big por- 
tion of the demand for equities has 
been from foreign sources. U.S. mutual 
funds have been among the biggest buy- 
ers, with Phillips Lamps, the big Dutch 
electronics firm, heading the list of their 
acquisitions in the first part of 1959. 

In addition, a few of the biggest 
Dutch companies are listed on the New 
York Stock Exchange, and as _ prices 
have moved up in New York, the 
Amsterdam market has had to keep 
pace. The closeness of the ties be- 
tween the two markets is emphasized 
by the fact that over 200 U.S. com- 
panies are officially quoted in Amster- 
dam. “This means,” says one Dutch 
broker, “that there are very few days 
when the two markets don’t move to- 
gether.” 

The big Dutch investment trusts 
have also had considerable influence 
on the upswing in prices, even though 
thev generally put 50% of their assets 
in stocks outside Holland. But what 
the Dutchmen aren’t buving for them- 
selves, other European—as well as U.S. 
—investors have been scrambling for. 
During 1959, in fact, total foreign buy- 
ing of stocks in Holland is estimated 
at about 1-billion guilders, equal to 
approximately $250-million at current 
exchange rates. 
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Zurich: Swiss stock prices were 


pushed up sharply in 1959 by a big 
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increase in individual stock purchases, 
principally through the medium of mu- 
tual funds. “More and more” says an 
investment banker in Geneva, “‘small 
savings are going to the funds.” ‘The 
growth of this type of investment has 
been so great that the government is 
considering special legislation to bring 
the funds under control. 

‘The Swiss stock market, of course, is 
very small, with active trading limited 
to a few blue chips. As a result, most 
Swiss funds have been investing heavily 
in foreign securities. In the past year, 
total capital exported in this fashion 
ran to over $100-million. The Swiss 
government’s desire to slow this drain 
on foreign exchange reserves is what’s 
behind the talk of controls over the 
mutual funds. 

In general, the Swiss investor has en- 
dorsed the growth stock idea, and is 
willing to buy stocks at very low vields, 
in manv cases less than 2%. 
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Australia: In the past vear, Australian 
stocks have enjoyed much the same 
sort of boom that has characterized 
European stock markets. Over-all, the 
volume of stock trading jumped about 
30%, and vields on shares of leading 
blue-chip companies have dropped to 
only 2% or 3%. 

As in other countries, much of the 
new monev going into the Australian 
market is coming from mutual funds 
and other institutional investors. Mu- 
tual funds are already the largest single 
class of stockholder in the country. The 
big insurance companies also have been 
increasing the proportion of equities in 


their portfolios, buving _ principally 
blue-chips. his has led to big price 
increases. 


There has also been a surge of specu- 
lation in stock of companies considered 
likely candidates for mergers—or take- 
over bids, as the Australians, and Brit- 
ish, call them. Capital gains aren’t 
taxable in Australia, and spectacular 
profits have been reaped in some recent 
merger deals. 


Wall St. Talks .. . 


. .. about New York City 
bankers and the suburbs, Dor- 
sey Corp.’s rise, speculators’ 
war with Toronto Exchange. 


Now that Gov. Nelson Rockefeller 
has dropped out of the Presidential 
race, New York City bankers think 
they have a better chance of getting a 
law that will let them invade the rch 
suburban territory. They figure that 
while Rockefeller was on the national 
scene he didn’t want to risk any charge 
of favoring Wall Street. Now they ex- 
pect him to back the bill strongly. 


Reports that Dorsey Corp. may buy 
six big Miami Beach hotels have caused 
its stock to jump from $9 to $13 on the 
American Stock Exchange, according to 
brokers. William Husted, new president 
of the holding company, has been talk- 
ing things over with the hotel-owning 
group, headed by Morris Lansburgh. 


Mutual fund salesmen want to know 
whether Investors Planning Corp. of 
America will exercise its new options 
to buv 50,000 shares of Reinsurance 
Investment Corp. at $3.26 per share. 
(RIC traded at $4.25 this week on the 
American Stock Exchange.) If IPC, a 
big retailer of fund shares, does pick 
up the option, it is likely to set a trend 
among fund retailers by having its 
qualified salesmen sell life insurance as 
well as mutual fund shares. 


he infighting between some of Can- 
ada’s big speculators and the top brass 
of the Toronto Stock Exchange has Bav 
Street buzzing. The exchange has been 
pushing a strong “reform” program in 
the past vear, tightening up stock trad- 
ing rules. The speculators are fighting 
back by trying—vainly so far—to dump 
the exchange officials. 


There’s a new trend in naming “hot” 
issues, underwriters claim. A few years 
back, most new offerings sported the tag 
“onics”—Transonics, Ionics, and the 
like. Now the fashion is “tron,” with 
Transitron (the hottest new issue in a 
long while), Astron, and Dutron among 
the latest. A climax is reported, with a 
company named Ovitron soon to hit 
the market. 


The heavy volume of bond issues 
coming to market later this month has 
dealers worried. Just in state and mu- 
nicipal financing, more than $600-mil- 
lion bonds will go on the market—in- 
cluding a $200-million New York State 
Power Authority issue. 
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Recorder Gives Instant Playback 


Motion pictures, television, and data 
processing are all about to get a new 
electronic technique ef recording and 
filming. Next week, General Electric 
Co. will unveil working models of a new 
device (suggested by the diagram) that 
the company calls a thermoplastic re- 
corder. 

GE claims that it has two big ad- 
vantages: 

e There is no delay between re- 
cording and playback. ‘The recorded ma- 
terial is available instantly and without 
processing, just as in magnetic tape re- 
corders and video tape. 

e ‘The recorded material is visible. 
Pictures or data can be examined with 
simple viewing devices. ‘Thus, motion 
pictures recorded on the GE. device can 
be edited visually, which is much sim- 
pler than editing video tape on an 
expensive tape machine. 
¢ Cat Out of Bag—GI officials refuse 
to talk about the new recorder until the 
scheduled release on Jan. 12. But Dr. 
W. E. Glenn, of the General Flectric 
Research Laboratory, jumped the gun 
a bit by publishing a paper on the sys- 
tem in the Journal of Applied Physics. 
From his data, and the comments of 
TV and motion picture engineers, it 
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appears that GE has pulled off a major 
development. 
e The Method—1| he thermoplastic re- 
corder combines clectronics and optics 
to produce a visible image on a doubl 
lavered film that is not unlike motion 
picture film. However, the old film's 
photosensitive emulsion is replaced on 
the GE film by a laver of transparent 
thermoplastic on its sensitive side. And 
the film is exposed, not to light, but to 
a stream of electrons from an electron 
gun similar to that in a TV tube. 
Since the film will not conduct cle« 
tricity, the electrons spraved on its sur 
face stav put, and varving charges can 
be built up on the surface by scanning 
the film, just as the clectron beam in 
a TV tube scans the phosphorescent 
face of the picture tube. Immediateh 
after the charge is laid on, the film 
is heated by a radio frequency device 
that softens the thermoplastic laver. 
Phe electrons piled on the surface 
are attracted to the base laver undcr 
the thermoplastic, and they distort the 
surface of the film in proportion to 
their density. ‘The result is a sort of 
bas relicf image of the film; when the 
film cools, the image is permanent. 
With special filters or auxiliary 


equipment, it makes a passable picture 
when projected on a screen. With more 
sophisticated masking and _ projection 
equipment, the tape can even produce 
colors by taking advantage of — the 
principal of diffraction, which breaks 
light into its spectral colors. 

The recorder can pack tremendous 
amounts of data in cither digital or 
continuous signal form on small areas 
of tape, thanks to its sharp focusing 
Digital data can even be recorded im 
colors to distinguish its source; a tape 
so recorded might resemble a many- 
hued checker board. 
¢ Very High Vacuum—In the equip 
ment described by Dr. Glenn, all te 
cording must be done inside a vacuum 
chamber pulled to an almost pertect 
vacuum of ©.1 micron Phat would 
sccm to mean that a gas diffusion pump 
would be needed, and that plenty o 
time would have to be taken to outgas 
the tape and the box. It will be learned 
next weck whether GE has managed 
to climinate some of the vacuum equip 
ment or to reduce its sizc 

In most other respects, the system 
seems economical and_ practical. The 
tape, like video tape, can be crased and 
used over again. END 
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Lincoln Lab Builds Electronic Package Backwards 


A new type of multiple-component 
clectronic package developed at Massa- 
chusetts Institute of ‘Technology's Lin- 
coln Laboratory may simplify produc- 
tion of many types of subminiature 
communications and control systems. 
Lincoln Lab’s package uses electro- 
plated wiring and connections, com 
pletely climinates soldering. 

The trick is to reverse the usual order 
of manufacturing electronic circuitry. 
lhe components—transistors, resistors, 
capacitors—are arranged in a_ three- 
dimensional pattern, then encased in 
plastic with their leads sticking through 
the surfaces. 

Milling off the six sides of the 
plastic block leaves only the ends of 


the components’ leads exposed. Cop 
per-plating the entire unit interconnects 
all the leads; then the unwanted copper 
can be etched away, leaving only the 
proper circuit 

Ordinarily, in’ printed circuit con- 
struction, the circuit board comes first, 
the components are soldered in, and 
then the whole assembly is “potted” 
in plastic, if necessarv. ‘The Lincoln 
Lab’s svstem, on the other hand, prints 
the circuit on the package of compo- 
nents. 


According to I. A. Guditz, a Lin- 
coln Lab staffer who described the 


process in an article in Electronics, a 
McGraw-Hill publication, the climina- 
tion of soldering in microminiature 


packages reduces the chance of con- 
nection failure, gives lower resistance 
connections, and avoids exposing tem- 
perature-sensitive devices such as trans- 
istors and diodes to high solccring 
temperatures. And, where lich tem- 
peratures are needed, the plated con- 
nections can stand a lot more heat tian 
low melting point solders. For very 
complex circuits, it is relatively simple 
to plate on layers of wiring and con- 
nections. All that’s needed is a plastic 
coating over cach plated wiring system, 
then the next wiring can be plated on. 
\ tapered hole is drilled through the 
plastic coating before the second plat- 
ing operation to provide interconnect- 
ing circuits. 


Vest Pocket Oxygen Tank for Heart Patients 


A pocket oxygen dispenser (picture), 
about the size of one of the metal tubes 
in which cigars are sometimes packed, 
is designed to help heart patients and 
to provide protection against shock, 
smoke, and oxygen-failure in planes. 
(Besides that, while there’s no medical 
proof that it will cure a hangover some 
doctors believe that alcohol ties up 
enough of the oxvgen in the system to 
create a minor but noticeable shortage, 
and the dispenser probably would have 
a sobering effect on a person who feels 
the effects of a couple of drinks.) 

The Oxy-Hale was invented by Dr. 
Alvan L. Barach, professor of clinical 
medicine at Columbia University, to 
provide a ready source of oxvgen to re- 
lieve cardiac pain—initially caused bv 
lack of oxygen—and to help fend off the 
effects of a coronary attack before the 
patient gets to a hospital. It also makes 
it easier for heart patients to take nor- 
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mal exercise, and in some cases its reg- 
ular use may reduce the incidence of 
anginal attacks, according to Barach. 
Other possible applications include the 
casing of bronchial asthma, croup, and 
oxygen shortage caused by strenuous ex- 
crtion, such as mountain climbing, or 
bv high-altitude flights. 

Vhe Oxy-Hale is an aluminum tube 
containing a 24-in. cylinder that com- 
presses three liters of oxygen to 5,000 
psi.—24 times the pressure of hospital 
oxygen cylinders. One cvlinder provides 
up to two minutes of oxvgen, which is 
mixed with air through a device that 
allows the user to adjust the concentra- 
tion of oxvgen from 26% to 90%. The 
cvlinder can be replaced in eight sec- 
onds. ‘The user inserts the tube directly 
into his mouth. 

Manufacturer: Controlled 
Inc., Erie, Pa. Price: $12.95 
tube: $4 for 10 evlinders. 
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Dota: Standord & Poor's and local industrial stock price indexes. 


Stock Clim 


The cult of equities, which has be- 
come a dominant force in the U.S. 
stock market, has spread around the 
world. This is clearly evident from the 
charts above and on the following pages, 
which show that share prices have 
been advancing, almost without inter- 
ruption, in every major foreign stock 
market. 

Moreover, BUSINESS WEEK'S annual 
survey of the world’s stock markets 
indicates that brokers and investors in 
foreign financial centers expect the 
rising price trend to continue through 
most of 1960. In view of the extent to 
which equity prices have already gonc 
up, however, it is doubtful that stocks 
will do as well—relatively—in 1960 as 
thev did in 1959 

In their rush to buy shares to hedge 
inflation, investors—both American and 
foreign—have bid up stock prices to 
the point where stock markets are 
suffering from an inflation of their 


own. Growing investor consciousness 
£ this market inflation means_ that 
despite a rosy economic outlook for 
1960 all over the free world, stock 
prices are likely to move up a lot 
more slowly than they have to date. 
There is also the possibility of some 
sharp sell-offs. 

In addition, markets overseas con- 


tinue to dance to Wall Street’s tunc 
ind the current uncertainty in the New 
York market is bound to be reflected 
in other markets around the world. 

¢ Tokyo Break—A good example of the 
more cautious attitude toward stocks 
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that’s likely to characterize 1960 came 
in the sharp break two weeks ago on 
the Tokyo Stock Exchange. In one day, 
the Japanese industrial stock index- 
patterned on the popular Dow-Jones 
average—dropped 32.50 points, or 
roughly 3.6%. 

It was a technical correction, not re- 
lated to any particular news; but it was 
the second sharpest drop in_ postwar 
Japanese history, exceeded onlv by the 
1953 slump after Stalin’s death. A lot 
of small investors, who had rushed to 
put vear-end bonuses in the market, 
were burned, and enthusiasm for equi- 
ties in Japan has cooled considerably 
since then. 
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¢ General Stability—But most markets 
have had no shake-outs latelv. On the 
contrary, brokers say that equities arc 
more stable than they used to be. That's 
because the public is stepping up its 
buying in ever-increasing numbers. 
hen, too, there has been a world 
wide expansion in mutual funds, which 
is expected to continue into 1960. With 
funds buying actively, it’s hard to sec 
a sharp break in equity prices in any 
country. 
¢ Changed Attitudes—The U.S. public 







1959 
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b Spans Globe—But It's 


is more equity-minded than any other 
But in London and_ Frankfurt 
Paris, where stock buying was onc¢ 
largely a professional affair, a new wave 
of public interest is now evident. ‘The 
same holds true on other foreign ex- 
changes. ‘This fundamental change in 
the public’s attitude is bringing about 
still other changes: 

¢ The U.S. growth stock princi- 
ple, which puts a priority on capital 
gains rather than vield, is now com 
monly accepted. It is particularly 
strong in London, once considered the 
prime example of the vield-conscious 
market: for the first time in history, 
common stocks are vielding less than 
long-term (chart, 
lower right). The trend is also marked 
in Germany, where vields on popular 
“growth” stocks have dropped from a 
level of 44% in 1958 to less than 24% 
today, solely because of the bidding 
up of prices. 

¢ The public has been sold on the 
idea of mutual funds—or unit trusts, as 
thev are gencrally termed outside the 
U.S. ‘The demand for mutual fund 
shares has funneled funds into equities 
and in some countries, such as Japan, 
mutual fund buving actually dominates 
trading in listed securities. 

¢ Large-scale public interest has 
put pressure on foreign companies t 
release more information to sharehold 
crs. ‘This in itself is leading to increased 
investor interest—especially on the part 
of Americans who, up to now, have 
been reluctant to purchase foreign 


and 


government bonds 
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stocks because they knew so little about 
them. 

Because public participation in for- 
eign markets still lags behind the U.S., 
and because most economists think that 
the overseas boom has further to go 
than our own, they look for prices to 
tise higher on foreign stocks than on 
most U.S. shares. ‘They expect this 
prospect to lure many more Americans 
into foreign markets in the hope of 
making profits on rising price levels. 

* How They Look—Here’s how the 
trends shape up market by market: 

London: In England, 1959 will be 
remembered as the vear when equities 
finally came of age. For the first time, 
the “vield gap” between commons and 
long-term bonds was closed, and as the 
chart shows, stock yields have con- 
tinued to decline while bonds have 
gone up slightly. London brokers em- 
phasize that this represents a funda- 
mental shift in attitude. The hunt for 
growth stocks—and capital gains—is on 
with a vengeance, they sav. 

This shift is reinforeed by the 
English tax structure. In Britain, divi- 
dends are subject to a withholding tax 
that runs about 40%, while capital 
gains are entirely tax-free. A capital 
gains tax was an important plank in the 
Labor Party platform, and when Labor 
went down to a thumping defeat last 
October, the stock market took off on 
its biggest one-day bull rush in history. 

Equities have been winning a new 
respectability in Britain in the past year. 
Institutional investors—municipal _cor- 
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Data: Standard & Poor's and local industrial stock price indexes. 
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porations, trusts, and union pension 
funds—have all been amending their 
charters to allow greater investment in 
common stocks. Even the staid old 
Church of England is now a major 
holder of stocks. 

This trend received a big boost last 
week when the Macmillan government 
published a white paper outlining pro- 
posed changes in trust fund legislation. 
These will give trust funds wide discre- 
tion in buying stocks, and will eventu- 
ally permit them to put up to 50% of 
their assets into commons. 

U.S. and Continental investors have 
also been pouring funds into London 
since the Conservative victory in Octo- 
ber. This has been an important spur 
to the jump in share prices—particularly 
of British steel stocks, which had been 


















depressed by.the Labor Party’s threat of 
nationalization. United Steel, for in- 
stance, sold for +1 shillings just before 
the clection, with a dividend vicld of 
6.1%; today it sclls at about 80 shil- 
lings, and its vield is down to 3.7%. 

This also holds true for the blue-chip 
industrial stocks in the Financial Times 
price index. In early 1958, thev sold 
for only a little more than eight times 
earnings. ‘Today they are selling for 11 
times expected 1959 carnings. 

This, however, is still well under the 
Dow-Jones industrials’ ratio of about 20 
times earnings. ‘Thus, English equities 
are still relatively cheap compared to 
U.S. stocks. But there are already some 
exceptions. British steels and auto 
stocks command a higher price earnings 
multiple than their U.S. opposite 


London’s new inverse yield gap 
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numbers. Heavy demand will probably 
lead to the upgrading of other price- 
earnings ratios. 

In fact, British authorities are wor- 
ried about the threat of a flight from 
reality in the equity market. Cameron 
Cobbold, governor of the Bank of Eng- 
land, has warned about “the disquieting 
rise in equity prices,” implied that con- 
trols might be on the way. 
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Toronto: In comparison to the rock- 
eting prices on most other exchanges, 
Canadian stocks look rather sick. In 
1958, the Canadian economy was slow 
to recover from its recession, which was 
much deeper and longer than the one 
in the U.S. 

Then, in 1959, though the economy 
recovered smartly, the Bank of Canada 
tightened money early in the recovery. 
This was an aftermath of the refunding 
in 1958 of about 40% of Canada’s na- 
tional debt. To support the refunding, 
the Bank of Canada had allowed the 
monev supply to jump about 15%, and 
it was afraid of the inflationary implica- 
tions of any further credit casing. 

The result of this one-two punch of 
recession and tight money is evident in 
the chart, which shows that through 
most of 1958 and 1959 prices on the 
Toronto Stock Exchange haven’t kept 
pace with New York. Many Bay Street 
brokers note that despite the normally 
close ties between New York and To- 
ronto, Canadian share prices in recent 
weeks haven’t responded to the stimu- 
lus of Wall Street’s climb back to its 
August peak. 

An important reason for this lethargy 
is that average vields are already low— 
only a little more than 3%—and price- 
earnings ratios high—almost 18 times 
current earnings. 

Morcover, U.S. enthusiasm for Ca- 
nadian shares has cooled considerably. 
Uranium shares are now under a cloud. 
One of the largest companies, North- 
span Uranium, has already had to ask 
its bondholders for an extension of time 
to meet payments (BW —Jul.18’59,p52); 
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another, Stanrock, went into receiver- 
ship. 

At present, Canadian brokers are 
even more preoccupied than usual with 
what Wall Street is doing, for they fear 
that in the event of a decline in U.S. 
stock prices, the Canadian drop will be 
even steeper. In addition, there's con- 
cern about the size of the deficit in 
the Canadian balance of payments—now 
running close to record levels—and the 
negative effect this may have on Ca- 
nadian business. It’s widely recog- 
nized that the high premium on the 
Canadian dollar—now over 5% in rela- 
tion to U.S. currencv—hurts Canadian 
exports, particularly, of course, in the 
U.S. Partly for this reason there has 
been a resurgence of interest in Ca- 
nadian paper companics, which quote 
prices in U.S., rather than Canadian, 
dollars. 

Canadian stock prices have also suf- 
fered from the high level of money 
rates, which have been drawing funds 
out of the stock market into bonds. 
High-grade industrial bonds in Canada 
now yield well over 6%—in contrast to 
the common stock vield of about 3%. 
The size of this spread has led to con- 
siderable switching into bonds. Invest- 
ment houses in ‘Toronto are reporting 
“unusually heavy” activity in their bond 
departments, and a corresponding drop 
of interest in equities. 

As for 1960, Bay Street brokers sav 
it will depend on which way the New 
York market goes. But as one ‘Toronto 
observer puts it, “Chances are that 
prices will be lower at the end of 1960 
than they are at present.” 

Frankfurt: On the Frankfurt FEx- 
change, which has a reputation for wide 
swings in stock prices, stocks have per- 
formed true to form, rising far faster 
and further than on other European ex- 
changes. ‘There has been what has been 
described as a “phenomenal” increase in 
the popularity of equity investment. 
Until a few vears ago many middle-class 
Germans considered buying equities as 
cither immoral or solely for the very 
rich. ‘Today one German in a hundred 
dabbles in the market. According 
to one Frankfurt broker, ‘““What the 
German investor doesn’t know about 
stocks, he makes up for in enthusiasm.” 

There has also been heavy American 
and other foreign buying of shares in 
the blue-chip companies that have been 
the mainsprings of the postwar German 
recovery. This buying began in volume 
in early 1959, attracted by the fact that 
many German stocks were cheaper—on 
a price-carning basis—than comparable 
U.S. companies. For example, when 
Union Carbide was selling about 35 
times carnings in New York, Badische 
Anilin-und-Soda Fabrik could be had 
for 21.8 times earnings. 

Mutual funds have added to the ex- 
plosiveness of German stock prices. In 


1956, total stock holdings of the Ger- 
man funds amounted to only $25-mil- 
lion. Today, estimates of their holdings 
are in the $500-million range. Since 
most German funds do very little trad- 
ing, tending instead to salt shares away 
for the long pull, this has led to a 
real shortage of stock. 

It’s because of this shortage that 
many German observers expect stock 
prices to rise another 30% to 40% in 
1960. Even the more pessimistic Ger- 
man brokers are predicting a 15% to 
20% rise. But they all caution that the 
German market is very sensitive to po- 
litical factors, that anv deterioration in 
East-West relationships could materially 
alter the picture. 
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Paris: The Paris Bourse, which 


didn’t share in the general price rise 
in 1958, went all out to try to catch up 
in 1959. As an indication, the total 
value of all the shares listed on the 
Bourse were worth an estimated 5,505- 
billion francs in December, 1958; this 
month, the total is put at close to 
8,000-billion. 

Unlike the previous boom on the 
French market in 1957, which’ was 
sparked by a jump in oil shares, this 
year’s gains have been across the 
board. Of the 16 stock groups covered 
by the Bourse stock index, over half 


showed increases of 50% or more. 
Particular favorites were insurance 
shares (which doubled), department 


store and textile stocks (up 95%), and 
bank shares (up 70%). 

French brokers sav that domestic 
economic considerations, rather than 
Wall Street influence, are the main 
factor. De Gaulle’s economic reforms, 
which included a 17% devaluation in 
the franc, have stabilized French finan- 
ces for the first time since the wat. 
But Paris brokers sav that, ironically, 
domestic buying by individuals has not 
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been the chief element behind rising 
prices. Rather, they report, there has 
been an inflow of foreign—mostly Eu- 
ropean—money, plus purchases by 
French investment trusts. ‘The bulk of 
the foreign money comes through num- 
bered accounts in Swiss banks, so it’s 
not possible to trace the actual source. 
U.S. purchases, however, are thought 
to be small. 

Amsterdam: On the Amsterdam 
Stock Exchange—traditionally an im- 
portant European market despite the 
small size of the Netherlands—stock 
prices have nearly doubled in the past 
two years. The cult of equities, how- 
ever, is still far less pronounced in 
Holland than in the U. S. A big por- 
tion of the demand for equities has 
been from foreign sources. U.S. mutual 
funds have been among the biggest buy- 
ers, with Phillips Lamps, the big Dutch 
electronics firm, heading the list of their 
acquisitions in the first part of 1959. 

In addition, a few of the biggest 
Dutch companies are listed on the New 
York Stock Exchange, and as prices 
have moved up in New York, the 
Amsterdam market has had to keep 
pace. The closeness of the ties be- 
tween the two markets is emphasized 
by the fact that over 200 U.S. com- 
panics are officially quoted in Amster- 
dam. “This means,” says one Dutch 
broker, “that there are verv few days 
when the two markets don’t move to- 
gether.” 

The big Dutch investment trusts 
have also had considerable influence 
on the upswing in prices, even though 
they generally put 50% of their assets 
in stocks outside Holland. But what 
the Dutchmen aren’t buying for them- 
selves, other European—as well as U.S. 
—investors have been scrambling for. 
During 1959, in fact, total foreign buy- 
ing of stocks in Holland is estimated 
at about 1-billion guilders, equal to 
approximately $250-million at current 
exchange rates. 
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Zurich: Swiss stock prices were 
pushed up sharply in 1959 by a big 
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increase in individual stock purchases, 
principally through the medium of mu- 
tual funds. “More and more” says an 
investment banker in Geneva, “‘small 
savings are going to the funds.” The 
growth of this type of investment has 
been so great that the government is 
considering special legislation to bring 
the funds under control. 

The Swiss stock market, of course, is 
very small, with active trading limited 
to a few blue chips. As a result, most 
Swiss funds have been investing heavily 
in foreign securities. In the past year, 
total capital exported in this fashion 
ran to over $100-million. The Swiss 
government’s desire to slow this drain 
on foreign exchange reserves is what’s 
behind the talk of controls over the 
mutual funds. 

In general, the Swiss investor has en- 
dorsed the growth stock idea, and is 
willing to buy stocks at very low yields, 
in many cases less than 2%. 
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Australia: In the past vear, Australian 
stocks have enjoyed much the same 
sort of boom that has characterized 
European stock markets. Over-all, the 
volume of stock trading jumped about 
30%, and vields on shares of leading 
blue-chip companics have dropped to 
only 2% or 3%. 

As in other countries, much of the 
new money going into the Australian 
market is coming from mutual funds 
and other institutional investors. Mu- 
tual funds are already the largest single 
class of stockholder in the country. The 
big insurance companies also have been 
increasing the proportion of equities in 
their portfolios, buving _ principally 
blue-chips. ‘This has led to big price 
increases. 

There has also been a surge of specu- 
lation in stock of companies considered 
likely candidates for mergers—or_ take- 
over bids, as the Australians, and Brit- 
ish, call them. Capital gains aren’t 
taxable in Australia, and spectacular 
profits have been reaped in some recent 
merger deals. 


Wall St. Talks .. . 


. .. about New York City 
bankers and the suburbs, Dor- 
sey Corp.’s rise, speculators’ 
war with Toronto Exchange. 


Now that Gov. Nelson Rockefeller 
has dropped out of the Presidential 
race, New York City bankers think 
they have a better chance of getting a 
law that will let them invade the rich 
suburban territory. They figure that 
while Rockefeller was on the national 
scene he didn’t want to risk any charge 
of favoring Wall Street. Now they ex- 
pect him to back the bill strongly. 


Reports that Dorsey Corp. may buy 
six big Miami Beach hotels have caused 
its stock to jump from $9 to $13 on the 
American Stock Exchange, according to 
brokers. William Husted, new president 
of the holding company, has been talk- 
ing things over with the hotel-owning 
group, headed by Morris Lansburgh. 


Mutual fund salesmen want to know 
whether Investors Planning Corp. of 
America will exercise its new options 
to buy 50,000 shares of Reinsurance 
Investment Corp. at $3.26 per share. 
(RIC traded at $4.25 this week on the 
American Stock Exchange.) If IPC, a 
big retailer of fund shares, does pick 
up the option, it is likely to set a trend 
among fund retailers by having its 
qualified salesmen sell life insurance as 
well as mutual fund shares. 


he infighting between some of Can- 
ada’s big speculators and the top brass 
of the Toronto Stock Exchange has Bay 
Street buzzing. The exchange has been 
pushing a strong “reform” program in 
the past year, tightening up stock trad- 
ing rules. The speculators are fighting 
back by trying—vainly so far—to dump 
the exchange officials. 


There’s a new trend in naming “hot” 
issues, underwriters claim. A few vears 
back, most new offerings sported the tag 
“onics’—Transonics, Ionics, and the 
like. Now the fashion is “tron,” with 
Transitron (the hottest new issue in a 
long while), Astron, and Dutron among 
the latest. A climax is reported, with a 
company named Ovitron soon to hit 
the market. 


The heavy volume of bond issues 
coming to market later this month has 
dealers worried. Just in state and mu- 
nicipal financing, more than $600-mil- 
lion bonds will go on the market—in- 
cluding a $200-million New York State 
Power Authority issue. 
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In the Markets 


Alleghany Corp.’s Minority Holders 
Patch Up Legal Tiff With the Brass 


Five years of litigation between minority stockholders 
and Alleghany Corp. executives wound up this week in 
a $3-million out-of-court settlement. The New York 
Supreme Court approved the settlement of a stockholder 
suit, which had charged Alleghany brass with using the 
company’s funds in “their ‘ ‘personal partisan interest.” 

The settlement calls for Alleghany to receive $3-mil- 
lion in cash from Allan P. Kirby, Alleghany chairman; 
Robert R. Young’s estate, and Murchison Bros. of Dai- 
las. In addition, working control of Investors Diversi- 
fied Services, Inc., which oversees $3-billion in assets, 
would return to Alleghany. 

To achieve this, the Murchisons would exchange with 
Alleghany their 130,000 voting shares of IDS common— 
representing 24% of the issue—for a like number of non- 
voting shares. The Murchisons received the voting 
shares in a series of stock transactions in 1953-55 in 
return for supporting Young’s proxy battle for control 
of the New York Central RR in 1954. Return of the 
shares—whose market value is $33-million—increases Alle- 
ghany’s hold on IDS to 48% from 25%. 

The stockholder suit was filed a few months after the 
proxy contest by a dissident group headed by Randolph 
Phillips, a former Alleghany consultant. It was brought 
tc a head a few weeks ago when Kirby began pushing 
for a unilateral settlement of his own. He felt the liti- 
gation had dragged long enough, and it’s reported he 
also was stung by criticism lev eled at him in his recent 
dispute with “A. M. Sonnabend (BW—Nov.21'59,p26). 
The Murchisons and Mrs. Young went along with an 
over-all settlement when they saw they might be left 
stranded with the stockholder suit. 


Control of St. Louis Fund Group 
At Stake in Directors’ Election 


A free-for-all fight for control of Managed Funds, Inc., 
loomed this week after the resignation of four of the 
company’s nine directors. Managed Funds is the $70- 
million St. Louis mutual fund group that has been under 
Securities & Exchange Commission investigation since 
last spring when cousins Hilton and Hovey Slayton— 
who had controlled the fund—were forced out under fire. 
The SEC subsequently accused the Slaytons of “gross 
abuse of trust” in the way they handled the fund’s affairs. 

The five remaining directors—elected at a special share- 
holders’ meeting only two months ago—now say they 
want out, and don’t intend to stand for reelection at 
Managed Funds’ annual meeting Jan. 26. (Under the 
fund’s charter, whenever the number of directors falls 
below six, a new election is required.) ‘Thus, the meet- 
ing will be wide open. New directors will be nominated 
from the floor, by shareholder committees already being 
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formed for this purpose. As yet, however, none of these 
committees has tipped its hand publicly. 

Behind this unusual situation is dissension between 
members of the Managed Funds’ board over how best 
to rehabilitate the company. Some members have advo- 
cated that it remain an independent operation. ‘The 
others, however, have pushed for merger with another, 
larger mutual fund. In fact, Managed Funds approached 
One William Street Fund shortly before Christmas. 
One William indicated that it was “interested” in taking 
over the fund’s assets, but then the talks had to be sus- 
pended because of the quarrel on Managed Funds’ board. 


Churning Stocks Bring the Year 
To an Undistinguished Conclusion 


The stock market this week closed out 1959 on a 
lacklustre note: It failed to penetrate the highs reached 
last August. While some analysts interpreted the failure 
as a sign of weakness, most still felt that the market 
averages would reach new peaks early this year. ‘They 
expect stock prices to start advancing when institutions 
begin putting fresh funds into the market during the 
first few weeks of January and when the rise in business 
activity becomes more pronounced. 

The backing and filling of the market this week was 
widespread. The market as a whole was clearly in a 
resting period. ‘Though the next trend may be up, there 
is a growing feeling that future rises will be increasingly 
dificult to achieve, while future falls will meet with 
less resistance. 

°° e¢ e@ 


The Markets Briefs 


William J. Levitt, homebuilder of Levittowns, is the 
latest real estate developer to take advantage of investor 
enthusiasm for land companies (BW—Dec.26'59,p82 
He filed a registration statement with the Securities & 
Exchange Commission for the public sale of 600,000 
shares of common stock in Levitt & Sons, Inc. (assets: 
$24.4-million). The building compan} already has 2.9- 
million shares outstanding, 2.3-million owned by Levitt. 


After a brief decline, pepper prices are skyrocketing 
again. White pepper, whose supply is firmly controlled 
by a Chinese syndicate in Singapore (BW—Dec.1959, 
ple )5), shot up to 90¢ per Ib. this week, breaking through | 
the 1959 high of 75¢ per Ib. set late last November 
Black pepper, which doubled in price in November, has 
climbed back up from 46¢ to 55¢ per Ib.—just 4¢ below 
the 1959 high—despite the harvesting of the big India 
crop. 


Two big investment companies, One William Street 
Fund and Lehman Corp., which are both advised by 
Lehman Bros., have cach purchased 15,000 shares of 
Sanders Associates, Inc., common stock. The stock came 
directly from the electronic company’s authorized, but 
unissued stock, and the purchase at around $50 a share, 
says Sanders, adds more than $1}-million to the com 
pany’s equity. Sanders common traded over the counter 
at $53 this week, its high for the year. 
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To spin a rainbow, begin with white. By first bleaching 
fibers through safe, modern techniques, textile makers can dye yarns 
uniformly with a whole spectrum of brilliant colors. Pennsalt supplies bleach 
chemicals—chlorine, sodium chlorate and hydrogen peroxide—by the 


tankearful to both the textile and paper industries. 


Pennsalt’s probing research continually develops unusual chemical 

specialties from chlorine, caustic soda and other basic inorganic 

and organic chemicals. A Pennsalt chemical used as an ordinary bleach today 
might be used in developing high-energy rocket fuels tomorrow. 

This research serves the nation’s growth industries. 

How ean it serve you? Write Pennsalt Chemicals Corporation, 


300 Three Penn Center, Philadelphia 2, Pa. 


Pennsalt 
Chemicals (eepeeenecereeccnerert: 
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CO-OPERATIVE ADVERTISEMENT-BURNOY CORP., EASTERN INDUSTRIES, INC., MONSANTO CHEMICAL 
COMPANY, RHEEM MANUFACTURING CO., THE TORRINGTON CO., WESTINGHOUSE ELECTRIC CORP. 


Seen-Associated 46% Read Most 27% 


S 
There an 
advertiss 
business 
One is th 
ey whi 
1960, ev 
Week, vw 
The Sec 
PROGR 
advertis 
this tec] 
specially 
alrange 
by writil 
Beach A 
Take ad 
B isines: 
reach th 
any gens 
Starch } 
mum res 
advertis 


Issue of 


BU 


YOU , 





f, yoted 


; 4 seen pssoc Aree 
' 550 a oweRtise® 7 an wos! 
January 3 Shell Industrial Products 50 47 14 
January 10 Socony Mobil Oil Co.,Inc. 56 52 21 
° ° ° January 17 General Telephone Corp. 52 45 15 
Again in 1960 from Business Week, you get... January 24 Champion Poper & Fibre (0. = 5). 4111 


January 31 Convair Div.,General DynamicsCorp 53 51 24 

February 7 Chevrolet Div., General Motors Corp 51 46 16 

February 14 Chevrolet Div., General Motors Corp. 53 51 10 

February 21 Bank of America 50 43 «8 


February 28 E. F. Hauserman Co. 49 41 9 

March 7 Chevrolet Div., General Motors Corp. 53 52 13 

March 14 Shell Chemical Corp. 53 48 11 

} March 21 Continental Can Co. 54 49 13 
March 28 Jones & Laughlin Steel Corp. 62 58 31 

j April 4 Victor Chemical Works 55 43 36 


April 11 Sheraton Corp. of America 54 53 17 
; April 18 Corning Glass Works 46 40 15 
i April 25 Enjay Co., Inc. 48 42 22 
3 May 2 Texaco, Inc. 48 41 16 
A May 9 Hilton Hotels Corp. 52 50 14 
May 16 Chevrolet Div., General Motors Corp. 53 52 14 
There are two major kinds of Starch readership reports for May 23 Co-operctive Ad. (Seeillesiation) 66 46 27 
advertisers. And only in Business W eek—among general- May 30 Pere ea 
business and news magazines—are both available. 
June 6 Shell Chemical Corp. 46 42 8 
j > RE; "RS >SERVICK—:; Tn ae 
One is the READERSHIP SERVICE—a quantitative sul —" Oaterd Pager Oe. ans 
= which a how — people see and read ett bene 20 niiahiniaiiaiin: em 2 
,every ad, % page ¢ arger, in every issue of Business 
60 every ad, % page anc larger in every issue ¢ S penis niatatieeiaes ans dae 
Week, will be scored by this technique. 
July 4 Shell Chemical Corp. 57 51 19 
7 cae tore Sarvicee ie > ay ’ > WaQ Sa 
The second Stareh Serv ice is the READER IMPRESSION July 11 Allied Chemical Corp. ee 
PROGRAM —a qualitative survey which tells how well the is 5 
ay : 3 _ July 18 Convair Div.,General Dynamics Corp. 5] 47 21 
advertising message is accepted and understood. In 1960, pre rae 
: ° ° * a ° ° anadium Corp. of America 
this technique will be employed on individual ads in six _ 53°45 20 
specially selected issues of Business Week. ( Advertisers may August | Sesmags Gop. 50 46 12 
arrange for participation in Reader Impression Programs August 8 Chevrolet Div., General Motors Corp. 62 59 10 
by writing Daniel Starch and Staff, E. Boston Post Rd. and August 15 General Telephone &ElectronicsCorp. 54 49 12 


Beach Ave., Mamaroneck, N.Y.) August 22 Chemical Div., 


Goodyear Tire & Rubber Co. 56 49 «8 
August 29 Armce Steel Corp. 58 54 24 


Take advantage of the unique opportunity these services in 
Business Week provide. Advertise in Business Week to 
reach the most concentrated executive audience offered by 
any general, general-business, or news magazine. And study 
Starch reports to sharpen your techniques and get maxi- 
mum readership per advertising dollar. Column at right lists 
advertisers who achieved highest ‘“‘noted” scores in each 
issue of Business Week. during the first 8 months of 1959. 
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on New US. Savings Bonds 


now in effect 


and the Bonds you already own 


are better than ever, too! 











Now U.S. Savings Bonds are a better buy than ever in 
N U.S gs Bond I buy tl 


three important ways: 


@ All Series E and H Bonds bought since June 1, 


1959, now earn 3*/4% interest when held to maturity. 


@ Older Bonds will also pay more—an extra 2%, 
from June 1 on, if you hold them to maturity. 


@ All Series E Bonds, old or new, now carry an 
automatic extension privilege; they'll keep paying 
liberal interest for 10 years beyond maturity. 


Three big new dollar benefits that make it smart co buy 
new Bonds—and hang on to the ones you have! 
40 million Americans now own Bonds 


But a good return isn’t the only reason so many people 
buy Bonds. They’ve discovered that there’s no easier, safer, 


more Ame rican way to save. 


You can buy Bonds automatically, through the Payroll 
Savings Plan where you work; you can buy them at your 
bank; your youngsters can even buy them at school, 
through the School Savings Plan for U.S. Savings 


Stamps. 


The U.S. Government guarantees that the cash value 
of your Bonds cannot drop; it can only grow. And if yout 
Bonds should be lost, stolen, or destroyed, tl e Treasury 
will replace them free. 

Finally, every Bond you buy does a big job for America. 
Because today peace costs money mil 
strength and for science; and money saved by individuals 


to keep our economy sound. 


Your Bonds help provide this money help America 
keep the peace. So, to build a brighter future for yourself 
and your family—and to protect it—save with U.S. 


Savings Bonds. They’re better than ever. 


HELP STRENGTHEN AMERICA’S PEACE POWER 


SAVE WITH U.S. SAVINGS BONDS 


The U.S. Government does not pay for this advertising. The Treasury Department thanks 


The Advertising Council and this magazine for their patriotic donation. 
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SERVICE 


One certain prospect each New Year brings is taxes. 


You might as well mark up a calendar now in order to ease the task of 
handling your relations with the federal Treasury. Here’s a timetable of 
“must” tax dates through April, 1961: 


Jan. 1, 1960. Reminder: You can change your tax withholding certifi- 
cate, altering the number of your personal exemptions, as often as you wish 
during the course of the year, assuming your company agrees. But legally an 
employer is required to make only two changes in 12 months. 


Jan. 15. Pay the balance of your 1959 estimated tax; or, to avoid any 
possible penalties for underestimating, correct your 1959 declaration of 


estimated tax by filing an amended declaration, and pay the balance 
indicated. ; 


Feb. 1 (since Jan. 31 falls on Sunday). If you file your final return for 
1959 and pay the entire tax due by the end of January, you can skip the Jan. 
15 estimated tax filing. If you do this, don’t forget to obtain your withholding 
receipt, Form W-2, to attach. If you have a substantial refund coming, this 
is a good way to get your check at an early date. 


Also, pay Social Security taxes due on wages paid to domestic servants, 
for the period, Oct. 1 through Dec. 31, 1959. Extra part-time domestics paid 
less than $50 during the three-month period are excluded. File Form 942, 
paying 5% of total wages earned by each covered employee—242% withheld 
and 242% contributed by you. Note: Starting this year, this tab goes up to 
3% for each. 


Apr. 15. This, of course, is the deadline date for filing your income tax 
return (Form 1040). If your 1959 tax has been overpaid, the overpayment 
may be credited against your 1960 estimated tax—assuming you file a 
declaration of estimated tax for 1960. In this case, you file Form 1040-ES, 
and pay at least one-fourth of the difference between your total tax and the 
amount withheld by your employer. 


If, for some good reason (and “inability” to pay isn’t treated as a “good” 
reason) you cannot file by Apr. 15, request a time extension. You can almost 
count on 90 days, and may get up to six months, even longer if you happen 
to be out of the country. Even if you find you can’t pay all your tax on Apr. 
15, still file a return and thus avoid a penalty for late filing. 


If you borrow to pay the tax, you can deduct the interest on the loan 
when you file in April, 1961. 


Note: If you made gifts totaling over $3,000 to any one person in 1959, 
you'll have to file a gift tax return (Form 709). You must file even though 
you won’t owe a tax—for instance, where you made a large tax-free gift to 
a college, hospital, or charity 


Apr. 30. Pay Social Security tax for domestics, for the first quarter of 
1960—at the new 6% rate. 


June 15. Pay one-quarter of your estimated 1960 income tax, based on 
your Apr. 15 declaration. If you must, you can correct your original declara- 
tion by filing an amended declaration—then, of course, you pay the new 
amount indicated 


Aug. 1 (since July 31 falls on Sunday). Pay quarterly Social Security 
tax for domestics. 


Sept. 15. Pay one-half of the balance due on your 1960 estimated tax. 
Again, you can correct your declaration, if necessary. If you do amend it, 
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be sure to pay enough to owe only one-half of your unpaid estimated tax. 
The rest is due on Jan. 16, 1961 (since Jan. 15 falls on Sunday). 


Oct. 31. Pay Social Security tax for domestics. 


Dec. 1. Be sure to give your company a new withholding exemption 
certificate if needed to reduce the amount of tax withheld from your salary— 
for example, where you or your wife would reach age 65 before Jan. 1, 1962. 


Jan. 16, 1961. Pay balance of your 1960 estimated tax, or file your final 
return by the end of January. 


Apr. 17 (since Apr. 15 falls on Saturday). It’s deadline date again. 
—@—._. 


Is there a new house in your plans for 1960? If so, it will probably be 
well worth your while to take a look at The Second Treasury of Contempo- 
rary Houses, a new book concerned with practical, esthetic, and financial 
values. It contains over 400 illustrations, many of prize-winning houses, com- 
piled by the editors of Architectural Record (Dodge, $7.75). 


If you’re considering an air-conditioning system for your home, you'll 
want to see about a new unit that provides for odor removal, winter humidi- 
fication, and air cleansing. Carrier Corp.’s automatic air purifier, to be 
marketed in the spring, is used in conjunction with an air-conditioning sys- 
tem to make possible continuous control of the quality, humidity, and purity 
of indoor air. The unit can be installed with air-conditioning systems ($250 
extra for an average size home), or as an addition to existing systems. 


The cold bite of winter can be softened a little if you have a way with 
serving espresso coffee. Here are three suggestions: caffe poncino—stir 
teaspoon of rum in glass or demi-tasse of espresso, add twist of lemon peel, 
and sweeten; cafe soiree—heat to just below boiling point 6 teaspoons sugar, 
1 in. stick cinnamon, 4 cloves, orange peel curl, and espresso for 6 demi- 
tasse servings, then add 4 oz. rum, strain and serve with whipped cream 
topping; cafe royal—place lump of sugar in teaspoon of brandy, ignite, and 
lower spoon over demi-tasse of hot espresso, flaming entire surface. 


Garden dept.: All America Selections for 1960 flower gardens are 
Glamour, annual tetra phlox of glowing salmon pink; Toreador, giant hybrid 
Climax type orange marigold; Spun Gold, large mum-flowering bright yellow 
marigolds; Vanguard, rose pink double snapdragons. 


You can get seeds for the winners (selected after pre-introductory test- 
ing and rating of new varieties for North America) from leading seed dealers. 


Start packing: You will get speedier air service and more of it in 
Europe this year. The International Air Transport Assn. reports that about 
90 jet and turboprop aircraft (new 707s, DC-8s, Caravelles, Electras, and 
Comet 4Bs) will begin service in April on lines operating to and within the 
Continent . . . The official U.S. S. R. travel office, Intourist, says Russia expects 
a record travel year (530,000 tourists from 90 countries visited Russia in 
1959) . . . If you’ve had a long-time yen to play golf in Britain, an excellent 
directory of where, when, how much—even what number to call—is availa- 
ble upon request from British Travel Assn., 680 Fifth Ave., New York 19. 


Contents copyrighted under the general copyright on the Jan. 2, 1960, issue—Business Week, 330 W. 42nd St., New York, N. Y. 
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Concerto for Organ and Brass 





TOP BRASS at Conn, including Pres. L. B. Greenleaf and Chmn. Paul M. Gazlay, indulge in a jam session on Conn instruments. 


C. G. Conn, Ltd., has found a profitable manufacturing 


combination—band instruments and electronic organs. 


The average musician might wince at 
the mixture of instruments in_ the 
mbo above—in which the plavers are 
ll corporate brass. Band instruments 
nd organs don’t usually blend. But 
together thev produce harmony at C. G. 
Conn, Ltd., of Elkhart, Ind., long the 
ition’s largest maker of band _ instru- 
ents. 
Conn estimates that today it turns 
ut about 25% of all such instruments 
Id in the U.S., about 33% of all made 
here. But for more than three decades 
thas been trving to find a profitable 
enue of diversification to give itself a 
toader earnings base and to level out 
ts income. Revenues from band in- 
ttuments are concentrated in early fall 
hen school starts. 

Nhe tricd pianos, it tricd 
Tums, it tried guitars, it even went so 


COMpany 


aicld as furniture and locknuts. 
Nothing quite worked out. ‘Then, 


rough a casual followup of an unsolic- 
ted letter, it got a significant chunk of 
the booming business in electronic 
tgans. ‘I'his has been so successful that 
it has happily shut off all other sub- 
sidiary operations to focus on nothing 
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but organs and band _ instruments- 
which Pres. Leland B. Greenleaf, 
Chmn. Paul M. Gazlay, and their top 
management colleagues are plaving in 
the jam session in the picture. 

¢ Sweet Music—A_ few 
strate the 


figures demon- 


crescendo in the organ busi- 


ness. ‘Total organ sales in the U.S 
were estimated at more than $100-mil 
lion in 1958—and were expected to 


double in 1959. Almost half the 1958 
take came from small “chord organs,” 
in which each key play 
instead of a single note. ‘These sell for 
as little as $100 and are often portable. 
But the bigger home electronic or- 
gans, such as Conn is manufacturing, 
are gaining popularity, too—at a retail 
price starting between $900 and $1,000. 
Sales jumped from an estimated 9,000 
in 1947 to 75,000 in 1957 and an an 
ticipated 100,000-plus in 1959. 
Hammond Organ Co. commands 
one-third to one-half of this market. 
Conn, with about $7.5-million in organ 
sales (out of a $14-million total) last 
vear, is one of a quartet of companies 


s an entire chord 


fighting for second place. Its rivals 
§ S ] 
are the organ divisions of Baldwin 


Piano Co. and Wurlitzer Co. and the 
Lowrey Organ Co., a division of Chi- 
cago Musical Instrument Co. Lowrey, 
a recent entry specializing in lower- 
priced consoles, is regarded by Conn as 
a closer competitor than the other two. 
Ihe 30 years of diversification moves 
sometimes flops, at best anemic suc- 
cesses—that preceded Conn’s organ ven- 
ture provide some general rules on how 
not to diversifv. 


|. How Not to Diversify 


Conn’s passion for diversity began in 
the 1920s, when the saxophone craze 
ended abruptlv—and with it a decade of 
prosperity. To bolster sales, the com- 
panv—under Carl D. Greenleaf, father 
of the present president—started a_pro- 
gram of fostering high school bands; 
sales to school bands now make up far 
and away the biggest share of Conn’s 
instrument business. (The company 
cven sclls a $1 plastic flute to students 
in the lower grades, to accustom them 
to Conn instruments.) 
¢ Too Big or Too Small—But the com- 
pany wanted to get into other lines, 
too, and over a period of years it made 
a number of tries—none of which 
worked out very well. 

Sometimes the failure was due to too 
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much competition from small shops. 
In the musical instrument industry, 
many small shops employing only a few 
men can get along by producing just 
one kind of instrument. This is because 
raw materials account for only 15% of 
the cost of the average band instru- 
ment, compared with a 57% average 
raw material cost for all industry in 
1957, and because the manufacturing 
processes involved are fairly simple. 
Many manufacturers will “operate for 
wages,” one Conn official complains. 
Many of these rival shops are cheek-by- 
jowl with Conn in Elkhart, a town of 
36,000 with no fewer than 19 musical 
instrument makers. 

In brass instruments, where Conn’s 
reputation dates to the early 1900s, 
the company can stay dominant enough 
to operate profitably—although in some 
smaller instruments, such as flutes, its 
market share has dwindled to 5% _ be- 
cause of competition from the small 
shops and foreign manufacturers. But 
in drums, for example—which Conn 
started making in 1929—-the rivalry was 
so keen that Conn could never charge 
prices high enough to bring a satis- 
factory return. So it sold the drum 
business in 1956. 
¢ Meager Slice—In the drum venture, 
Conn proved too big to vie successfully 
with its penny-ante competition. In 
other diversification tries, it was too 
small for success. It bought two piano 
companies “for a song” in 1939, but in 
its best vear it captured only 0.6% of 
the piano market. Unable to buck the 
bigger piano manufacturers, it eventu- 
ally abandoned the line. 

During World War II, with output 
of musical instruments stopped, Conn 
purchased a patent for a special kind 
of locknut and turned it out for defense 
contractors. It continued locknut pro- 
duction until 1947, but locknut mak- 
ing was essentially a task for a uniform 
production line, and Conn was more of 
a big job shop. So it sold out. 

For three years, Conn plunged into 
furniture making, then decided it didn’t 
have the background to make for suc- 
cess, and wrote the venture off in 1946. 
It attempted disk and wire recorders 
and gave up, too, on the ground that 
the market was too limited, just before 
tape caught on. It also tried guitar mak- 
ing; Conn officials sav that this was the 
only experiment that they actually lost 
money on. 

Last vear, Conn closed the Evanston, 
[l., jobbing office of Continental Music 
Co.—its first try at diversification, 
launched in 1923. Continental was a 
jobber and retailer of music products; 
it still does some jobbing and warchous- 
ing, but only out of Atlanta. By the 
time Conn began what it called the 
“orderly liquidation” of Continental, 
it had found a new line that was 
flourishing—electronic organs, which for 
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the first time accounted for more than 
half the company’s income in the fiscal 
year ended last April. 


|. Upbeat on the Organ 


Conn moved into electronic organs 
almost accidentally. In 1946, an un- 
solicited letter came to the New York 
ofice of Continental Music—and sent 
Gazlay, then head of Continental and 
a New York visitor, off to Philadelphia 
to see an inventor named Spencer W. 
McKellip. He had developed an elec- 
tronic tube that would give .off two 
tones instead of the usual one. Conn 
kept track of the device as McKellip 
worried it through the Patent Office, 
finally took an exclusive license when 
the patent was awarded. Conn organs 
went on the market in 1947—about 
the same time as Baldwin and Wur- 
litzer introduced clectrome organs. 

The organ business made sense for 
Conn in several ways. It had done elec- 
tronic research during World War II 
on such devices as sonar, and Conn’s 
acoustical researchers after the war were 
trying to find precise scientific defini- 
tions for the sounds of various instru- 
ments. Once defined, the individual 
sounds could be imitated electronically 
by the organ. In addition, organ sales 
helped steady Conn’s income, which 
alwavs reached a September peak from 
band instruments, then sloped off. 
¢ Restless Dealers—But the organs 
have created problems, too, especially 
in dealer relations. Around 20% of 
Conn’s organ dealers also handle the 
company’s band instruments, and they 
are sensitive to discrepancies im selling 
practices. Tor example, organ dealers 
get exclusive territories; band instru- 
ment dealers don’t. The brass-and- 
reed end of the business is willing to 
wait longer for its money; about 80% of 
sales are on a rent-trial basis. Band 
dealers have more trouble disposing of 
consumer paper. 

As a remedy, Conn has arranged a 
trial plan for a financing company to 
take band instrument paper. And _ it 
hopes for standardization of all sales 
policies now that it has just one gen- 
cral sales manager. Previously, sales 
managers of organ and band branches 
reported directly to Chmn. Gazlay. 

Some of Conn’s band instrument 
people resent the organ’s prominence 
a little. But the organ is obviously at 
Conn to stay. Gazlay predicts that it 
will be responsible for 75% of the 
company’s sales before long. Last fall, 
the company opened a new $1-million 
plant in Madison, Ind., devoted entirely 
to organ making. ‘To smooth the ruffled 
feelings of the band partisans, Conn 
organ advertising now mentions the 
company’s band instrument business— 
something notably missing from all or- 
gan promotion before. END 
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A Career Break for Non-Whites | 


Expected shortage of skilled labor in the 1960s is put- 


ting more pressure on the government and on private industry 


to integrate minority groups into white-collar jobs. 


J. W. Adams, a production worker 
at Lockheed Aircraft’s Georgia Div. at 
Marietta, believed that he was being 
discriminated against because of his 
color. He, therefore, filed a complaint 
with the President's Committee on 
Government Contracts. 

The company, which has a long rec- 
ord of employing members of minority 
groups, was mildly astonished. It im- 
mediately transferred Adams to the 
position of illustrator in a formerly all- 
white department. What surprised the 
company, perhaps, was the fact that 
Adams took a 22¢-an-hour pay cut to 
get the new job. 

The career change made by the 32- 
vear-old Negro may become more typi- 
cal over the next decade as employers 
scramble for trained people among 
workers falling in what sociologists call 
the prime working group—those _be- 
tween the ages 25 and 44. Here's where 
most shortages will occur in the 1960s 
¢ New Strategy—Labor force statistics 
also show that job opportunities in 
manufacturing are dwindling as open- 
ings increase in service, finance, and 
government. 

Ihe Committee on Government 
Contracts, which polices government 
contracts to insure equal employment 
opportunities, has decided to gamble 
on these trends within the labor force. 
This week it announced a new strategy 
for the 1960s, emphasizing the inte- 
gration of minority groups into white- 
collar positions. CGC is doing this 
despite the fact that most govern- 
ment contractors are in manufacturing. 
¢ Preview—Here’s what the committee 
believes is in store for emplovers over 
the next decade: 

Companies increasingly will have to 
tap minority groups for resources 
hitherto chocked off because of discrim- 
ination. Many minority group members 
are working at jobs that do not fully 
utilize their skills. The committee’s 
annual report to the President com- 
ments that emplovers who look onl 
for male white workers under 45 will 
be in trouble in the next decade. These 
workers will not be available in the 
numbers required. 

Employers will be faced with unusual 
recruitment and training problems. ‘The 
\merican economy, the committee re- 
ports, will need an increase of nearly 
50% in professional and technical oc- 
cupations, 80% in proprictors and 
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managers, 25% in the clerical and sales 
force, 23% in numbers of skilled crafts- 
men, and 25% more service workers. 
The increase projected for semiskilled 
workers is only 15% and no increase 
is foreseen for laborers. 

To supply the demand, employers 
will have to depend upon the very 
young as well as older workers, says 
CGC. ‘The larger part of a projected 
expansion of 13.5-million workers over 
the 1960s will consist of workers un- 
der 24 and workers over +5. Of this 
group, a growing number will be non- 
white. Census estimates on the com- 
position of our labor force in 1968 
show a very high proportion of Negro 
men under 20 and over +5. Negro 
women of all ages have a higher par- 
ticipation rate in the labor force than 
white women have. 

The non-whites are likely to have 
less training, especially in the needed 
skills. Recent Census Bureau data 
show 80% of white children between 
14 and 18 are attending high school 
while only 65% of Negro children in 
the same age group are enrolled. 

Employers must act to break through 
the barriers of custom by initial place- 
ments in positions traditionally denied 
to Negroes. White-collar jobs, the com- 
mittee notes, have never been readily 
available to non-whites. For example, 
in 1959 only 23,000 Negro women 
were in sales positions, as compared 
with more than 1.5-million white 
women. Fewer than 200,000 Negro 
women held clerical jobs, in contrast to 
nearly 6-million white women. 
¢ Change Comes Slow—To change this 
picture means a lot of slow, hard work. 
A serious shortage of certain skills, of 
course, might speed up the process— 
if Negroes with the right sort of train- 
ing are available. 

CGC, established in 1953 by execu- 
tive order of Pres. Eisenhower, is 
charged with the responsibility for 
monitoring the standard clause in all 
government contracts forbidding dis- 
crimination in employment on govern- 
ment projects on the basis of race, color, 
religion, or national origin. 

Its progress is difficult to measure. 
Some critics have charged that the com- 
mittee did little until recently to enforce 
the no-discrimination clause in govern- 
ment contracts. In 1957, the committee 
instituted a compliance survey program. 
It was both a way to check up on 


discriminatory practices and a means 
for applying pressure for a change. For 
example, the 1958 survey turned up 
33 plants that employed no Negroes, 
These were subjected to special sur- 
veys and required to make monthly 
progress reports on their hiring and 
upgrading practices. 

In 1958, the committee made its 
first study of the compliance survey 
program. The picture it painted was 
dismal, indeed. Few Negroes were 
found in white-collar jobs, in skilled 
work classifications, or in apprenticeship 
or on-the-job training programs. The 
committee also found that employment 
practices in plants of multiplant cor- 
porations were frequently at variance 
with the nondiscriminatory policy set 
down bv the home office. 
¢ Breakthrough—This year the com- 
pliance surveys began to pay off. ‘The 
committee reports a fair measure of 
progress. Ironically, the recession pro- 
vided an off-beat confirmation of the 
committee’s work: In 115 major plants 
surveyed in 1958 and 1959, total em- 
ployment dropped +%. However, the 
decrease of 1.1% in the Negro work 
force was proportionately less than in 
the total work force. Also, Negro white- 
collar employment was approximately 
one-third higher than in 1958. 

Other breakthroughs recorded in the 
committee’s report to the President 
include: Discriminatory items were 
climinated from pre-employment appli- 
cations; discriminatory _ specifications 
were cleaned out of job orders; written 
statements of a nondiscriminatory em- 
ployment policy were included in com- 
pany regulations, handbooks, house 
organs, and collective bargaining agree- 
ments; recruitment sources were broad- 
ened to include minority group schools 
and employment agencies servicing mi- 
noritics. 
¢ More Opportunities—CGC feels that 
its emphasis on “direct negotiations” 
with major contractors in order to get 
emplovers to initiate hiring of Negroes 
in jobs traditionally denied to non- 
whites is successful. However, much 
more remains to be done. 

Negroes still find it difficult to en- 
roll in apprenticeship and on-the-job 
training programs where exclusionist 
practices frequently prevail. CGC hopes 
more young Negroes will seek in con- 
tinued schooling skills they will need. 

In the future, the committee hopes 
to supplement these efforts with more 
pressure on educators, vocational guid- 
ance counselors, and employers to sce 
that Negro youth gets wider opportuni- 
ties for training to fit them for the jobs 
opening up in the 1960s. END 
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In Labor 





. . 9 . 
Cost of Living: What’s Happening to If 
Total 1947-49 = 100 
Cost of 
Living Food Clothing Housing 
Total Rent Only 
November, 1951 112.8 114.6 108.5 113.7 115.4 
November, 1952. 114.3 115.0 105.2 115.7 119.5 
November, 1953 115.0 112.0 105.5 118.9 127.3 
November, 1954 114.6 13%. 104.6 119.5 129.2 
November, 1955 115.0 109.8 104.7 120.9 130.9 
November, 1956 117.8 112.9 107.0 123.0 133.8 
November, 1957 121.6 116.0 107.9 126.8 136.3 
November, 1958 123.9 119.4 107.7 128.0 138.4 
December 123.7 118.7 107.5 128.2 138.7 
January, 1959 123.8 119.0 106.7 128.2 138.8 
February 123.7 118.2 106.7 128.5 139.0 
March 123.7 117.1 107.0 128.7 139.1 
April 123.9 117.6 107.0 128.7 139.3 
May 124.0 117.7 107.3 128.8 139.3 
June 124.5 118.9 107.3 128.9 139.5 
July 124.9 119.4 107.5 129.0 139.6 
August 124.8 118.3 108.0 129.3 139.8 
September 325.2 118.7 109.0 129.7 140.0 
October 323.5 118.4 108.4 130.1 140.4 
Nov., 1959 125.46 117.9 109.4 130.4 140.5 
Octa: Dept. of Labor, Bureau of Labor Statistic QuusiMess wate 











C-of-L Index Climb to Record 125.6% 
Means Wage Hikes for 165,000 Workers 


‘The Labor Dept.’s mid-November cost-of-living index— 
a record of 125.6%—means pay increases of from 1¢ to 3¢ 
an hour for an estimated 165,000 industrial workers. It 
also gives the United Steelworkers new arguments for a 
bigger wage settlement (BW —Dec.26'59,p24). 

The latest jump in the index requires a penny-an-hour 
raise in pay for some 70,000 meatpacking workers and 
25,000 aircraft workers under “escalator” agreements. 
Another 55,000 workers, most of them under other air- 
craft contracts, will receive 2¢ an hour more. A scatter- 
ing of 15,000 workers will get 3¢ increases for the most 
part in semiannual rather than quarterly wage reviews 

Food prices dropped slightly but other index factors 
offset this to cause gain (BWV —Dec.26'59 ,p36). 

Meanwhile, the Labor Dept. reported that the average 
take-home pay of industrial workers dropped slightly in 
November, about 5¢ to $79.97 a weck for the worker 
with three dependents. 


President of Pattern Makers Retires; 
Headed Craft Union for 25 Years 


George Q. Lynch, president of the AFL-CIO Pattern 
Makers League, retires this weekend after 53 years of 
active service in the small but important craft union. 
He has been head of the Pattern Makers for over 
25 years. 

Lynch will be succeeded by Gunnar Hallstrom, elected 
to fill an unexpired term to October, 1962. Lynch re- 
fused a title as president emeritus, saying with character- 
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istic candor that “an emeritus title frequently serves as 
a permit to be meddlesome.” 

Lynch’s importance in labor has been much greater 
than that of his union. He exerted strong influence, as 
first vice-president, in the AFL-CIO Metal Trades Dept. 
A man of convictions and courage, he frequently took 
issue with policies of the federation—and of other union 
leaders. Labor tempers often flamed over Lynch state- 
ments, as they did, for instance, earlier this year when he 
questioned the wisdom of the AFL-CIO merger. 


Wilson Resumes Meatpacking Operations 
After Court Rules Against Shutdown Order 


Wilson & Co. this week resumed operations at its 
Albert Lea, Minn., meatpacking plant with nonstrikers. 
The plant was shut down 16 days earlier by the National 
Guard under orders from Gov. Orville Freeman (BW— 
Dec.19°59,p116). Members of the United Packinghouse 
Workers are on strike. 

Freeman declared martial law following two days of 
picket-line violence in the small farm city. ‘Troops dis- 
persed the jeering mobs and shut down the plant. 

The company appealed the governor’s action to the 
federal courts. On Dec. 23, a three-judge panel ruled 
that Freeman had exceeded his authority when ,he or- 
dered the plant closed. 


ILA, Southern Dock Employers 


Reach Contract Settlement 


Waterfront employers in New Orleans, Houston, and 
Mobile last week reached an agreement with the Inter- 
national Longshoremen’s Assn. based on a contract 
negotiated earlier in New York (BW —Dec.12°59,p128). 

The negotiations were conducted under deadline heat, 
concluded just before the expiration of an injunction 
under the ‘Taft-Hartlev Act. ‘The injunction went into 
effect in October, following an eight-day strike. 

New York emplovers and the union negotiated a 41¢ 
package settlement earlier in December. The new agree- 
ment resolved old difficulties about the introduction of 
mechanization. Southern employers, however, balked at 
a union demand for closing the traditional North-South 
differential. Under the new contract all longshoremen 
will get the same wage increases—12¢ immediately, 
in 1960 and 1961—but the 16¢ North-South differential 
will be maintained. 


Tough Rail Bargaining Stretches Out 


Rail bargaining is going to get tougher in the next few 
weeks—but this won't mean a “strike carly this year. The 
chief negotiator for the railroad brotherhoods, George 

Leighty, has eased strike fears somewhat by saying that 
if there is a walkout, it probably won’t be before May 1. 

Leighty added that he does not consider a strike in- 

evitable; he believes one mav be avoided in 1960. 
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Tool Maker Turns Contractor 


Rather than sell its latest 
expensive spin forges, Hufford 
Corp. is using the tools itself as 
a subcontractor. 





In the whirl of technology, the air- 
craft and missile industry has been find- 
ing it necessary oftener to build its own 
machine tools for special purposes, 
rather than wait for the tool industrn 
to catch up with its needs. Now at least 
one company in the hard-pressed tool 
business (BW—Jun.20°59,p187) is tak 
ing a short cut to meet the aircraft peo- 
ple halfway. 

Recently, the Hufford Corp. Div. 
of Siegler Corp. of Los Angeles an- 
nounced that it’s starting to build the 
largest chipless machine tool ever as- 
sembled: a spin forge capable of pro- 
ducing parts up to 120 in. diameter. 
And the forge is not for sale—Hufford 

| Preformed piece, an aluminum dish 8 in. deep, is mounted on Hufford Corp.’s 72-in. will use it at its own plant in El 


aig < opeigee: ; . Ales Segundo, Calif., to make components 
spin forge at El Segundo, Calif. The part is to become a front section of a missile. ° 
. as a subcontractor. 


Huftord’s move to keep the tools it 
builds in its own shop, hiring their use 
out on a jobbing basis, could become 
a trend. ‘Traditionally, tool makers have 
tended to stick strictly to the business 
of building tools, leaving their use to 
their customers. But with tools getting 
more and more massive and _ costly, 
other manufacturers of big special-pur- 
pose tools may follow Hufford’s lead. 

“In time,” says Dan W. Burns, presi- 
dent of Hufford and vice-president of 
Siegler Corp., “our main business will 
no longer be the manufacture of ma- 
chine tools—it will be the manufacture 
of sophisticated aircraft and missile 
parts.” 
¢ Extending Business—Ihis is not an 
altogether new policy for Hufford, 
which specializes in stretch presses and 
similar tools, including smaller versions 
of the huge new spin forge 

The 120-in. spin forge, in fact, joins 
a 72-incher that Hufford built for 
itself within the past year for just 
such work, as well as for research. ‘The 
72-in. forge cost Hufford around $400,- 
000. It has been used for subcontract 
work for nearby aircraft and missile 
companies. 

The 120-incher will cost Hufford 
about $1-million to build, plus $250, 
000 for a building to house it. ‘The 
machine itself will be 26 ft. high, 37 
ft. wide, and 22 ft. from front to back. 
¢ The Process—“Spin Forging” is Huf- 
ford’s own copyrighted name for a 


" process that is overdosed with proprie- 


a 


y The part is being spun, like clay on a potter’s wheel, as rollers at left and right shape 3 Completed missile dome, now 36 in. 
the metal according to guidance by a template (in foreground). 


deep, is removed from mandrel. 
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TWO PASSES of spin forge turn flat piece 
in foreground into elongated cone at rear. 
This part is for ram-jet engine. 


tary names. Cincinnati Milling Ma- 
chine Co. calls it Hydro Spinning, 
Lodge & Shipley Co. has the “Floturn” 
trademark, and the trade’s generic term 
is roll forming or shear forming. 

These three companies are the main 
sources for roll forming tools—all equally 
important in this new art. Hufford gen- 
erally specializes in the larger variety, 
though they don’t have the market to 
themselves. Lodge and Shipley, for ex- 
ample, recently sold Pratt & Whitney 
an §0-in. machine. Cincinnati Milling 
has set up a special division to de- 
velop this tvpe of forming, machine and 
can be expected to provide plenty of 
tough competition for the other two. 

The process turns disks of metal into 
cones, tubes, or rounded shapes by 
pressing the metal gently into the de- 
sired shape and thickness, much as a 
potter molds the clav on his spinning 
table. The metal workpiece is spun fast 
while rollers gradually press the work- 
piece over a shaped steel mandrel. 

The drag or pull that these rollers 
impose on the spinning disk is sufh- 
cient to put the metal in a plastic state 
0 that it conforms to the shaping pres- 
sures without weakening its structure. 
In fact, the elongation of the molecular 
structure leaves the finished _ part 
stronger than ever. Tolerances can be 
closely controlled by templates that 
guide the rollers. 

No metal is cut away—you end up 
with exactly as much as you started 
with. This is a major consideration in 
working high-priced metals and alloys. 
¢ Saving Metal—lor example, the en- 
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gine case for a high priority proj- 
ect rocket is formed with walls only .141 
in. thick yet able to withstand pressures 
of 200,000 pounds per square inch. 
Conventionally, it is built up of rings, 
which are rolled from rough forgings to 
the required diameter, then machined 
down to the required thickness. 

After rolling, the walls are one or 
two inches thick. This means that 90% 
of the 47,000 Ib. of metal in the engine 
case must be removed and thrown 
away. And the 47,000 Ib. of metal costs 
$1.50 to $2 a lb. Production also re- 
quires a long series of steps, and a lot 
of man-hours. 

To produce such sections on a spin 
forge, says Burns, would require only 
three manufacturing steps and only as 
much metal as the finished job re- 
quired. And, he adds, the case would 
have greater structural strength. 

Burns says a jet engine maker was 
able to justify the cost of a spin forge 
by the savings achieved on making just 
80 parts. 
¢ The Coming Thing?—Burns secs 
chipless machining methods as the com- 
ing thing, especially as fabricators have 
to work more and more with the verv 
expensive steels, titanium alloys, and 
exotic metals, such as magnesium-thor- 
ium, where waste by conventional meth- 
ods would be out of the question. 

Burns points out that Hufford’s move 
from stretch forming to shear forming 
is a logical step. Stretch forming is, 
after all, an earlier chipless machining 
technique—a means of rearranging the 
metal’s structure. 

“We're still in the metal-moving 
business,” he says, “but with a much 
more refined process now.” 
¢ Making the Shift—Three years ago, 
according to Burns, Hufford’s work was 
75% in stretch-forming equipment and 
accessories, 25% in other special tools 
and in ground support equipment for 
missiles, such as launchers and precision 
placement gear for rocket engines. To- 
dav, 50% of Hufford’s work is in build- 
ing spin forges and in producing on 
them as a subcontractor. 

The shift in emphasis was acceler- 
ated by the military transition from air- 
craft to missiles (BW—May16’59,p$4). 
Hufford started business as an_ inde- 
pendent tool builder in 1941, special- 
izing in stretch forming machines. 
When it was acquired by Siegler Corp. 
in September, 1957, Hufford was sup- 
plying 85% of the industry’s needs 
for such equipment. But the change 
was already under way. 

“We saw that what was happening 
was not just a transition from aircraft 
to missile technology,” says Burns. 
“One industry was dying, and another 
was being born, made up of the same 
contractors. We were being left with 
what was in effect a dying product.” 
Hufford’s manufacturing capacity for 


stretch forming equipment had by then 
outrun the demand for it. The com- 
pany found, for example, that one air- 
frame manufacturer who had 25 stretch 
presses would be using only five of 
them, full time. 

¢ An Opportunity—Hufford manage- 
ment also saw an opportunity in the 
lag of manufacturing techniques be- 
hind engineering technology in the 
space age. When it looked around 
for tooling innovations that would 
close that gap, it rediscovered the spin 
forge. 

Spin forging, or shear or roll form- 
ing, was developed by Germans during 
the 1920s and was first used, prosaically 
enough, in making pots and pans. Later 
the process was used on a small scale 
on horizontal spinning lathes, but Huf- 
ford decided to adapt it in giant verti- 
cal machines. 

Hufford began research and develop- 
ment on spin forges in 1957, brought 
out its first 60-in. machines in October, 
1958. 

It sold 60-in. units to Marquardt 


Aircraft Corp. (Ogden, Utah) and 
General Electric’s gas turbine § divi- 
sion in Evendale, Ohio. Then _ it 


built the 72-incher for its own use and 
is now building a 96-in. model for Lock- 
heed’s Missiles & Space Div., as well as 
the 120-in. giant. 

¢ Not for Sale—The decision to use the 
120-in. machine for the company’s own 
subcontract work is based partly on the 
success of such use of the 72-in. forge. 
Hufford has turned out some _ propel- 
lant-tank bulkheads for the Saturn mis- 
sile project, the engine dome and in- 
strument section for Lockheed’s Polaris, 
and components for the Pershing, Dis- 
coverer, and Thor-Able programs. 

An equally persuasive argument in 
favor of keeping the machine and _ put- 
ting it to work is the problem of how 
the company would find a market for 
it anyway. For a tool priced at upward 
of $l-million, there are only a_ few 
prospective buyers—all in the defense 
business. And lately the government 
has been less cager to help contractors 
buy special tools. 

By the same token, Hufford doesn’t 
feel that its tool customers resent its 
own use of the machines—if a customer 
really wants to buy a_ million-dollat 
copy, Hufford would be happy to make 
one and sell it. 

Meanwhile, Hufford is learning bv 
being its own tool customer. 
¢ Expandable Design—[ufford is pres- 
ently digging a new pit next to its 72-in. 
spin forge for its new giant. A new struc- 
ture five stories high will enclose 
the 120-in. unit; Southern California 
Edison Co. will build a sub-station on 
Hufford property to prevent each start- 
up of the big forge from browning out 
FE] Segundo. The new unit is scheduled 
for operation in July. END 
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Changing 
Address 
? 


e If you are planning to move, please 
be sure to let our Circulation Depart- 
ment know about it—and as far in ad- 
vance as possible. 


@ Since copies of BUSINESS WEEK are 
addressed one to two weeks in advance 
of publication date, allow one month 
for change of address to become effec- 
tive. Your prompt notification will help 
us make sure you do not miss any 
copies. 


@ Be sure to give us your OLD address 
as well as your NEW address. We need 
them both to make the correction—also 
confirmation of your present company 
connection and position or title. 


® Mail in the coupon if you plan to 
move. And please fill it in as com- 
pletely as possible. 


THANK YOU! 





Fulfillment Manager 
BUSINESS WEEK 
330 West 42d St. 
New York 36, N. Y. 


Change of Address Notice 
(PLEASE PRINT) 
OP Bc cance atin dine ereriT 


My NEW address will be.... 


Company 


Type of Business......... sieWheesSoesEEeees 


My OLD address was.... 


Name Here 
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THE TREND 





The U. S. Shifts to a New Role 


As the decade of the 1960s opens, it is evident 
that the role of the U.S. in the free world is chang- 
ing. We are moving from the position of overwhelm- 
ing dominance that we accepted—somewhat re- 
luctantly—in the years just after the war to a 
sounder but far more complex relationship with the 
now rebuilt industrial nations. 

The great problem that faces us in the course of 
this transition is to adjust our national policies to 
our new situation. We must learn—and learn pretty 
rapidly—to act as world banker in the conventional 
sense (page 17) rather than as world philanthropist. 

There is nothing alarming about all this. Indeed, 
the goal of all our postwar efforts has been to make 
the free world strong enough to stand on its own 
feet. The fact that we have achieved that goal 
in large measure should be an occasion for satis- 
faction. 

Nevertheless, it is vitally important to push ahead 
with the job of developing new policies. And it is 
evident that the U. S. will have to use the full weight 
of its economic and diplomatic strength to keep some 
of our allies from dragging their feet. 

A major opportunity to push ahead will come 
when the U.S. meets with Canada and 10 West 
European nations in Paris on Jan. 13, in an informal 
economic conference that may turn out to be the 
first session of a new Atlantic economic council. 
There are two items on the agenda for that meeting 
that deeply concern the U.S. One is the need for 
expanding European aid to underdeveloped coun- 
tries and coordinating it with U.S. aid programs. 
The other is the effect on U.S. exports of Western 
Europe’s division into two rival trade blocs. On both 
points, it is easy to see where U.S. interests lie. 

In the case of development aid, there is a crying 
need for the big industrial nations of Western 
Europe to supplement what we are doing in the 
underdeveloped countries with new programs of 
their own. In addition, Western Europe might well 
push ahead with real urgency the plan, already 
approved in principle, for an International Develop- 
ment Assn. Until steps such as these have been 
taken, it is pointless to talk—as some Americans 
and Britons are today—of a grandiose new develop- 
ment aid pool, to which the U.S. and Western 
Europe would jointly contribute. 

On the European trade squabble, the important 
thing is to get the row among our allies settled on 
terms that will not restrict U.S. exports to Europe. 
For a protectionist policy cuts both ways, and if the 
U.S. cannot expand its European trade it will be 
forced sooner or later to go protectionist itself. 

In the Paris discussions, and others that follow 
during the course of 1960, the U.S. will be playing 
an unaccustomed role. It will be seeking to make 
some of its allies assume their share of the free 
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world’s burdens instead of volunteering to pay most 
of the check itself. In doing so, we are not asking 
our allies to make concessions to us but simply to 
take their place in the free world as partners rather 
than pensioners. 


Rockefeller Bows Out 


Gov. Nelson Rockefeller’s decision not to make a 
race for the Republican Presidential nomination was 
a display of realism and political wisdom. It cer- 
tainly will help his party. And in the long run, it 
will not hurt Rockefeller’s own political fortunes. 

The plain fact that Rockefeller had to face after 
his exploratory swing around the country was that 
Vice-Pres. Richard Nixon holds a commanding lead 
over any possible rival. Nixon has earned his pre- 
ferred position by nearly eight years of service to 
the Eisenhower Administration, and has consoli- 
dated it by building a record as a party regular. 

It is testimony to Rockefeller’s judgment that he 
could recognize this in spite of the Presidential 
fever that was running in his veins. By taking him- 
self out of the race at this early stage he has avoided 
a primary-by-primary fight that—on the basis of all 
present indications—he could not hope to win. He 
has also saved the Republican Party from the weak- 
ening effects of a serious split in ranks just before 
election time. 

Actually, Rockefeller’s chances of getting the 
nomination are somewhat better today than they 
were before he announced his decision. For if any- 
thing should happen to take Nixon out of the run- 
ning, the New York governor’s gesture of party 
solidarity would give him top priority. 

Nixon’s great strength is his identification with a 
popular and successful Administration. But if the 
Administration should suddenly lose favor with the 
country, this would become a weakness rather than 
a strength. It’s hard to imagine an event—say, an 
economic panic or a complete breakdown in the 
international situation—so disastrous that it would 
make anyone closely identified with the current 
Administration unacceptable as a candidate. But 
in any case, this was the only way that Rockefeller 
would have stood a chance of the nomination. 

The net result of Rockefeller’s decision is to 
insure that the Republicans will come up to Novem- 
ber with a strong candidate and a unified party. 
This is a healthy situation. And it is to be hoped 
that the Democrats—who certainly are suffering 
from no lack of candidates for their nomination— 
will be equally lucky in resolving their problem. 
The job that will face the President of this country 
in the next four years will be big enough to chal- 
lenge any man without the added complications of 
political splits and divided loyalties. 
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[oo much heat doesn’t do metals any 
good. But a carefully timed trip through 
1000-degree furnace heat gives some metals 
improved properties. 

Production could be sharply increased, 
Olin Mathieson found, by going to much 
higher furnace temperatures—up to 1S800°F. 
But furnace convevor-bearing temperatures 
also went up, resulting in breakdown of the 
lubricant. Damage to the drive mechanism 


resulted. 





OLIN MATHIESON keeps production lines running smoothly, despite 
high temperatures, with the he Ip of a product of Shell Research, 


Called in to work on the problem. Shell 
engineers recommended Shell Darina® 
Grease —a multi-purpose lubricant that 
stands up to high temperatures. When it 
was applied. the trouble was overcome, and 
the higher production rate was attained, 

i 7 y 
The same kind of research that solves lubri- 
cation problems for industry assures vou 
better value in everv product bearing the 
Shell name and trademark. 


Leaders in Industry rely on Shell Industrial Products 


How to keep moving in a fiery furnace 


SHELL 





} the proudest name 
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For Reservations 

by the new 
4-Second 
Reservatron or 
Direct-Line Teletype 


call your nearest 
Sheraton Hotel 
AST 
NEW YORK 
Park-Sheraton 
Sheraton-East 
(the Ambassador) 
Sheraton-Atlantic 
(formerly 
Sheraton-McAlpin) 
Sheraton-Russell 
BOSTON 
s «©Sheraton-Plaza 
WASHINGTON 
Sheraton-Carlton 
Sheraton-Park 
PITTSBURGH 
Penn-Sheraton 
BALTIMORE 
Sheraton-Belvedere 
PHILADELPHIA 
Sheraton Hotel 
PROVIDENCE 
Sheraton-Biltmore 
SPRINGFIELD, Mass, 
Sheraton-Kimball 
ALBANY 
Sheraton-Ten Eyck 
ROCHESTER 
Sheraton Hotel 
BUFFALO 
Sheraton Hotel 
SYRACU 


Sheraton-Syracuse Inn 
BINGHAMTON, WN. Y. 
Sheraton Inn 


MIDWES 
CHICAGO 
Sheraton-Blackstone 
Sheraton Towers 
DETROIT 
Sheraton-Cadillac 
CLEVELAND 
Sheraton-Cleveland 
CINCINNATI 
Sheraton-Gibson 
ST. LOUIS 
Sheraton-Jefferson 
M 


Gg 

: , 
A. 
ld 
s 
B. 


AHA 
Sheraton-Fontenelle 
AKRON 
Sheraton Hotel 
INDIANAPOLIS 
Sheraton-Lincoln 
FRENCH LICK, ind. 
French Lick-Sheraton 
RAPID CITY, S.D. 
Sheraton-Johnson 
SIOUX CITY, lowa 
Sheraton- Martin 
Sheraton- Warrior 
SIOUX FALLS, S. D. 
Sheraton-Carpenter 
Sheraton-Cataract 
CEDAR RAPIDS, lowa 
Sheraton-Montrose 
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LOUISVILLE 
Sheraton Hotel 
The Watterson 

DALLAS 
Sheraton-Dallas 

NEW ORLEANS 
Sheraton-Charles 

MOBILE, Alabama 
The Battle House 


v 


SAN FRANCISCO 
Sheraton-Palace 

LOS ANGELES 
Sheraton-West 
(formerly the 
Sheraton-Town House) 

PASADENA 
Huntington-Sheraton 

PORTLAND, Oregon 


in Cincinnati: ant re wo 


AY 


THE SHERATON-GIBSON 9 ‘thes. 


, Moana 
Surfrider 


THOUGHTFUL SERVICE plus traditional luxury trict, Union Terminal — all transportation MONTREAL 
hav ss _ - , sae ‘aie ; , Sheraton-Mt. Royal 
ave made Cincinnati’s biggest hotel more popu- facilities. Treat yourself to relaxing hours in the _The Laurentien 
’ : : ; act as : : TORONTO 
lar than ever. Its heart-of-downtown locaticn Gibson Girl Lounge and the Florentine Room. _ King Edward Sheraton 
: . ae x . . . . NIAGARA FALLS, Ont. 
puts you just easy steps from the business dis Free Parking. Be our guest soon. Sheraton-Brock 


. HAMILTON, Ont. 
[U2 “gners’ Club card is honored for all hotel service Sheraton. Corporation shares are listed on the New York Slock Evrchange Sheraton-Connaught 








